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THE  EXPORT  OF  ALASKAN  CRUDE  OIL 


WEDNESDAY,  MARCH  16,  1994 

U.S.  Senate,  Committee  on  Banking,  Housing,  and 
Urban  Affairs,  Subcommittee  on  International 
Finance  and  Monetary  Policy, 

Washington,  DC. 

The  subcommittee  met  in  room  538,  of  the  Dirksen  Senate  Office 
Building  at  10  a.m.,  Senator  Patty  Murray  presiding. 

OPENING  STATEMENT  OF  SENATOR  PATTY  MURRAY 

Senator  Murray.  Grood  morning.  We  are  going  to  run  a  tight  ship 
here  today.  We  have  a  Budget  hearing  going  on  at  the  same  time 
as  this  hearing,  so  we  will  have  to  limit  all  of  our  witnesses  to  5 
minutes  today. 

For  the  record.  Senator  Sasser  is  not  here  today  because  he  is 
chairing  a  Budget  Committee  hearing  and  asked  me  to  chair  this 
committee  hearing  in  his  place. 

As  we  mark  up  the  Export  Administration  Act  this  year,  I  hope 
everyone  remembers  the  policy  decision  made  by  Congress  in  1973. 
Although  I  was  not  here  at  the  time,  the  record  is  clear  that  Con- 
gress restricted  the  export  of  Alaskan  North  Slope  crude  oil  in 
order  to  enhance  national  energy  security. 

This  law  has  accomplished  many  things  over  the  last  20  years. 
It  created  an  efficient  transportation  infrastructure  to  move  Alas- 
kan North  Slope  crude  oil  to  West  Coast  refineries  and  consumers. 
It  created  jobs  in  the  maritime  and  ship  building  industries,  and 
it  reduced  our  reliance  on  oil  from  foreign  countries,  many  of  which 
are  unstable  or  unfriendly. 

Even  with  the  demise  of  the  Communist  empire,  we  must  not  let 
our  guard  down.  We  must  recognize  our  country's  reliance  on  im- 
ported oil  and  refined  product  is  greater  than  ever. 

It  seems  to  me  now  is  the  time  to  enhance  further  our  national 
energy  security  by  indefinitely  extending  the  export  restriction,  sec- 
tion 7(d),  of  the  Export  Administration  Act. 

Last  summer  Senator  Hatfield  joined  me  in  introducing  S.  1265, 
a  bill  to  extend  section  7(d)  indefinitely.  I  am  pleased  that  the  ad- 
ministration included  similar  language  in  its  proposed  reauthoriza- 
tion bill. 

I  am  particularly  delighted  that  another  member  of  my  Washing- 
ton State  Congressional  Delegation,  Representative  Maria  Cant- 
well,  has  begun  action  on  the  House  side. 

Unfortunately  the  last  several  years  of  energy  prosperity  have 
made  some  people  complacent  about  the  need  for  this  law.  It  seems 
energy  security  is  no  longer  everyone's  highest  priority. 

(1) 


The  Department  of  Energy  has  begun  another  study  on  the  need 
for  export  restriction.  Although,  as  I  mentioned,  the  administration 
has  recommended  reauthorizing  current  law,  it  too  has  agreed  to 
the  DOE  study. 

The  State  of  Alaska  continues  legal  challenges  to  the  constitu- 
tionality of  section  7(d).  Through  the  efforts  of  the  Federal  Grovern- 
ment  and  the  Coalition  to  Keep  Alaskan  Oil,  that  lawsuit  was 
thrown  out  of  Federal  court  2  weeks  ago.  There  are  reports,  how- 
ever, that  the  State  of  Alaska  intends  to  appeal  that  decision. 

Given  the  continued  active  resistance  to  the  export  restriction,  I 
believe  it  is  essential  for  this  committee  and  Congress  to  put  this 
matter  to  rest  by  extending  the  export  restriction  indefinitely. 

The  reasons  for  the  export  restriction  are  as  compelling  today  as 
they  were  20  years  ago.  The  United  States  has  been  shaken  by  two 
major  oil  crises. 

On  the  West  Coast  waiting  hours  in  long  lines  for  gasoline  is  still 
a  very  vivid  memory.  In  addition,  refineiy  and  maritime  workers, 
businesses,  and  the  communities  they  affect  depend  on  the  exist- 
ence of  the  current  supply  route  for  iUaskan  North  Slope  crude  oil. 

I  understand  the  desire  of  the  State  of  Alaska  to  increase  its  roy- 
alties and  severance  tEixes  through  the  export  of  Alaskan  North 
Slope  crude  oil. 

I  also  understand  that  there  is  a  slim  chance  that  the  elimi- 
nation of  the  ban  might  also  increase  the  production  of  some  heavy 
crude  oil  in  California. 

Nevertheless,  the  current  law  protects  consumers,  maritime 
workers,  and  businesses,  ship  building  and  repair  yards,  and  oil  re- 
finers. 

Congress  weighed  the  tradeoff  of  these  benefits  two  decades  ago, 
and  the  factors  for  the  restriction  are  still  compelling. 

More  important,  section  7(d)  has  continued  to  advance  a  vital  se- 
curity concern  for  this  Nation.  ThroJigh  this  law  we  can  be  assured 
that  about  a  quarter  of  our  total  crude  oil  production  will  stay  on 
our  shores,  regardless  of  what  happens  to  the  rest  of  the  world. 

Once  again  I  want  to  express  my  support  for  extending  the  ex- 
port restriction  indefinitely. 

With  that,  I  would  like  to  welcome  my  two  colleagues  from  the 
State  north  of  mine.  We  agree  on  many  issues.  This  is  not  one  of 
them,  but  I  welcome  your  input  and  your  testimony  today. 

Thank  you  for  being  here. 

Senator  Stevens. 

STATEMENT  OF  TED  STEVENS,  U.S.  SENATOR  FROM  THE 

STATE  OF  ALASKA 

Senator  Stevens.  Thank  you.  Madam  Chairman. 

Let  me  ask  that  my  statements  appear  in  the  record  in  full  as 
though  read. 

Senator  Murray.  Without  objection,  so  ordered. 

Senator  Stevens.  I  want  to  tell  you  that  the  reason  for  this  ban 
was  not  what  you  state.  It  was  an  attempt  by  the  people  from  the 
Midwest  to  defeat  the  Alaska  Oil  Pipeline  to  begin  with.  National 
security  was  not  the  issue.  But  in  any  event,  this  oil  is  produced 
from  Alaska  State  land.  It  is  oil  that  belongs  to  the  people  of  Alas- 
ka. 


By  virtue  of  this  prohibition,  the  National  Government  has  in  ef- 
fect expropriated  property  of  the  People  of  Alaska  and  forced  it  to 
be  sold  only — only — in  markets  of  the  south  48. 

It  is  the  only  prohibition  of  that  type  I  know  in  Federal  law. 

It  only  affects  one  State.  It  affects  Alaska.  Oil  is  brought  from 
our  State.  At  one  time  we  were  sending  down  2.1  million  barrels 
a  day;  it  is  about  1.6  million  barrels  a  day  now. 

It  is  taken  down  to  the  West  Coast  primarily,  but  some  of  it  also 
goes  through  the  pipeline  at  Panama  into  the  East  Coast.  It  is 
taken  down  there  and  some  of  it  is  actually  exported  from  other 
ports. 

That,  Madam  Chairman,  is  unconstitutional. 

It  requires  that  our  oil  be  sent  to  the  port  of  another  State  in 
order  to  be  exported.  As  a  matter  of  fact,  some  of  it  is  exported 
from  your  State  to  Canada — illegally  and  unconstitutionally. 

The  issues  you  mentioned,  from  an  Alaska  point  of  view,  are  not 
the  correct  issues.  We  believe  that  this  prohibition  has  depressed 
the  wellhead  value  of  oil  that  belongs  to  our  State  by  at  least  $3, 
and  perhaps  even  more. 

Now  as  a  practical  matter,  we  do  have  a  situation  that  has  devel- 
oped in  California  now  where  the  excessive  supply  of  oil  has  re- 
duced the  price  of  gasoline  to  the  point  that  it  has  depressed  the 
stripper  wells  not  only  in  California  but  in  the  whole  Southwest. 

We  have  lost  over  2  million  barrels  a  day  of  production  in  the 
Southwestern  United  States,  primarily  because  there  is  no  market 
for  it  due  to  the  depressed  prices  from  foreign  oil,  and  the  surplus 
of  Alaskan  oil  that  is  there. 

The  reason  it  is  surplus.  Madam  Chair,  is  very  simple:  It  costs 
money  to  take  oil  south  of  California,  to  bring  it  around  through 
the  Panama  Canal,  and  bring  it  up  and  sell  it  in  the  United  States. 

It  cannot  be  sold  anywhere  until  it  is  landed  somewhere  in  the 
south  48. 

To  me,  that  is  exactly  what  the  Framers  of  our  Constitution 
sought  to  prohibit  in  the  concept  that  no  product  from  one  State 
must  be  transported  to  another  State  before  it  can  be  exported  and 
would  have  to  be  exported  from  the  ports  of  another  State. 

Now  I  do  believe  that  we  have  an  open  disagreement.  There  is 
no  question  about  it.  I  think  that  the  concept  of  the  port  preference 
costs  in  the  Constitution  prohibits  what  you  seek  to  extend. 

We  fought  this  at  the  time,  but  at  the  time  we  were  seeking  the 
Alaska  Oil  Pipeline  and  we  were  told  that  we  had  to  accept  it  or 
else  there  would  be  a  filibuster  from  the  Midwest. 

We  did  not  have  a  filibuster  on  the  Alaska  Oil  Pipeline.  It  passed 
the  Senate  by  a  one-vote  margin.  Actually  there  was  a  tie,  and  the 
tie  was  broken  by  the  then-Vice  President  of  the  United  States. 
Had  there  been  a  filibuster,  there  never  would  have  been  an  oil 
pipeline  and  there  never  would  have  been  the  oil  security  that  you 
mentioned. 

As  a  matter  of  fact,  our  proposal  is  to  export  this  oil  in  American 
bottoms  using  American  crews  with  the  same  concept  of  infrastruc- 
ture to  transport  oil  that  currently  is  being  used  in  terms  of  export. 

But  it  is  our  oil.  It  is  not  oil  that  belongs  to  the  people  of  the 
United  States.  It  belongs  to  the  people  of  Alaska. 


What  you  seek  to  extend  is  unconstitutional  and  we  shall  con- 
tinue to  fight  it.  I  hope  that  you  will  include  my  statements  fully 
in  the  record. 

Senator  Murray.  Thank  you,  Senator  Stevens. 

Senator  Murkowski. 

STATEMENT  OF  FRANK  H.  MURKOWSKI,  U.S.  SENATOR  FROM 

THE  STATE  OF  ALASKA 

Senator  Murkowski.  Thank  you,  Madam  Chairman. 

Madam  Chairman,  the  21-year-old  ban  on  the  export  of  Alaska 
oil  is  contrary  to  the  free  trade,  the  nondiscrimination,  the  open 
market  principles  that  have  guided  this  administration  in  the  suc- 
cessful NAFTA  debate,  the  GATT  negotiations,  and  certainly  our 
recent  success  in  opening  up  the  Japanese  cellular  telephone  mar- 
ket. 

In  reality,  Madam  Chairman,  it  represents  the  worse  type  of  pro- 
tectionism and  it  costs  workers  jobs  in  my  State  of  Alaska  and 
California. 

It  damages  our  Nation's  energy  security  and  contributes  to  the 
international  trade  deficit. 

The  export  ban  represents  an  unjustifiable  and  unprecedented 
discrimination  against  the  State  and  the  citizens  of  Alaska.  It  costs 
the  State  hundreds  of  millions  of  dollars  in  lost  royalties. 

It  hinders  the  State's  ability  to  provide  social  services  and  infra- 
structure that  would  enable  the  State  to  diversify  its  economy. 

This  artificial  constraint  on  the  development  of  Alaska's  economy 
impinges  on  the  basic  sovereignty  of  the  State  of  Alaska  in  a  way 
that  no  other  State  must  endure,  and  that  is  simply  unfair. 

The  ban  is  so  pervasive  and  so  discriminatory  that  the  State  gov- 
ernment of  Alaska  itself,  as  Senator  Stevens  said,  is  prohibited 
from  selling  the  oil  it  owns  in  the  international  marketplace. 

The  State  owns  one-eighth  of  the  oil.  The  State  could  take  its  oil 
in  kind,  Madam  Chairman,  if  it  were  practical  to  take  it  at 
Prudhoe  Bay,  but  it  is  not.  There  is  no  way  to  move  it  unless  it 
moves  through  the  pipeline.  The  prohibition  is  just  on  the  oil  going 
through  the  pipeline.  It  is  cleverly  disguised  in  the  sense  of  how 
insidious  it  is  to  Alaska,  because  Alaska  could  take  that  oil  and  ex- 
port that  oil  in  theory  if  it  could  take  it  at  the  wellhead  but  it  can- 
not. 

There  is  no  other  law  that  Congress  has  adopted  that  prevents 
the  export  of  a  particular  product  simply  because  the  product  is 
manufactured  or  mined  in  a  particular  State. 

Would  it  be  fair.  Madam  Chairman,  to  bar  the  export  of  timber 
or  paper  products  from  Tennessee  or  Washington,  but  allow  the  ex- 
port of  such  products  from  the  forests  of  Kentucky  or  Oregon?  Of 
course  not! 

But  that  is  exactly  the  type  of  discrimination  that  has  been 
forced  on  Alaskans.  Why  should  Alaskans  be  expected  to  accept 
this  type  of  discrimination? 

We  are  not  talking  about  mineral  resources  located  on  Federal 
lands.  We  are  not  talking  about  special  Federal  subsidies  provided 
to  developers  in  Alaska.  We  are  simply  talking  about  resource  de- 
velopment within  the  State  of  Alaska  and  where  those  resources 
can  be  sold  in  a  global  marketplace. 


Madam  Chairman,  this  export  prohibition  is  an  artifact  left  over 
from  a  time  when  the  domestic  energy  market  was  strangling 
under  price  controls  and  when  OPEC  cartels  controlled  the  world 
oil  prices. 

Under  the  price  regulation  structure  of  the  1970's,  domestic  oil 
sold  for  half  the  price  of  OPEC  oil,  and  competition  among  refiners 
was  fierce  to  obtain  price  controlled  domestic  crude.  But  it  has  been 
13  years  since  domestic  oil  prices  were  lifted.  With  the  ending  of 
controls,  any  theoretical  justification  for  the  ban  has  simply  dis- 
appeared. 

In  1973  many  people  believed  that  the  export  ban  would  enhance 
our  national  energy  security.  But  21  years  later  it  is  clear  to  nearly 
every  single  economist  who  has  studied  the  issue  that  the  export 
ban,  rather  than  enhancing  energy  security,  will  ultimately  make 
more  Americans  dependent  on  foreign  oil. 

We  are  importing  over  half  the  oil  we  consume  today,  over  8  mil- 
lion barrels  a  day.  It  is  interesting  to  note  that  the  trade  deficit — 
and  we  spend  a  lot  of  time  here  debating  it — ^half  of  it  is  with 
Japan  and  the  other  half  is  oil. 

Today  the  oil  that  is  shipped  from  Alaska  is  delivered  by  tanker 
to  the  closest  domestic  market  on  the  West  Coast,  primarily  Cali- 
fornia. Because  of  high  transportation  costs  to  ship  to  other  domes- 
tic ports,  through  the  Panama  Canal  and  the  Gulf,  Alaska  ships  an 
excessive  amount  of  oil  to  California. 

The  excess  gluts  the  California  market  and  drives  the  price  there 
far  below  the  world  price.  In  December  when  the  world  price 
slipped  below  $15  a  barrel,  the  wellhead  price  of  California  crude 
was  $8.75. 

These  glut-induced  prices  have  devastated  employment  and  pro- 
duction in  the  California  oil  and  gas  industry.  Employment  in  Cali- 
fornia's oil  and  gas  extraction  industry  has  plummeted  from  40,000 
to  26,000  in  barely  10  years.  Only  25  drilling  rigs  operate  in  Cali- 
fornia today,  a  far  cry  from  the  106  that  operated  a  decade  ago. 

Madam  Chairman,  the  single  most  effective  way  of  reversing  this 
trend  and  encouraging  the  renewed  exploration  and  development  of 
oil  in  California  is  to  lift  the  ban  on  the  export  of  Alaska  Crude. 
Removing  the  ban  would  stimulate  employment  and  exploration  ac- 
tivities both  in  California  and  Alaska.  By  one  estimate,  California 
employment  could  increase  anywhere  between  5,500  jobs  and 
15,000  jobs. 

As  we  look  at  the  effort  by  the  administration  to  focus  in  on  new 
jobs,  here  is  where  new  jobs  can  be  found.  They  will  not  cost  any- 
thing, and  they  will  not  require  a  Government  subsidy. 

But  if  the  ban  is  retained.  Madam  Chairman,  it  has  been  esti- 
mated that  development  of  as  many  as  10  million  barrels  in  Alaska 
and  California  will  be  significantly  inhibited  over  the  next  several 
decades.  At  current  prices  it  would  cost  the  U.S.  economy  $200  mil- 
lion to  replace  that  domestic  production  with  foreign  oil  imports. 

Madam  Chairman,  our  dependence  on  foreign  oil  continues  to 
grow.  Currently  we  import,  as  I  said,  about  50  percent  of  the  oil 
we  consume. 

Let  me  refer  to  the  chart  on  my  right,  Madam  Chairman. 

[A  chart  is  shown.] 
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As  shown  here,  domestic  production  peaked  in  1984,  and  as  we 
have  seen  it  has  been  steadily  trending  downward.  It  just  does  not 
make  sense  to  maintain  artificial  barriers  for  oil  exploration  and 
development  in  the  United  States  if  that  is  exactly  the  effect  of  the 
outdated  ban. 

It  is  interesting  to  note  that  in  a  1990  study  by  the  General  Ac- 
counting Office,  GAO,  found  that  if  the  export  ban  were  lifted,  do- 
mestic exploration  activities  would  increase,  and  our  international 
balance  of  payments  would  improve,  even  though  some  Alaska 
crude  would  have  to  be  replaced  with  imported  oil.  The  GAO  found 
that  net  oil  imports  would  decline  because  domestic  production 
would  increase,  and  because  refiners  could  more  efficiently  process 
imported  oil. 

In  fact,  a  recent  study  performed  for  the  California  Independent 
Petroleum  Producers  suggests  that  our  balance  of  payments  would 
improve — would  improve.  Madam  Chairman — by  $2.2  billion  to 
$3.6  billion  if  the  ban  were  lifted. 

Madam  Chairman,  the  California  market  will  continue  to  be  the 
leading  market  for  Alaska  crude,  even  if  the  export  ban  is  lifted. 
But  the  pressure  to  overload  the  California  market  with  Alaska 
crude  will  disappear  because  it  will  be  far  more  efficient  to  ship  ex- 
cess crude  to  our  natural  export  market  in  the  Far  East  when  the 
cost  of  shipping  a  barrel  of  oil  is  somewhere  between  $1.25  and 
$2.40  less  than  shipping  into  the  Gulf  of  Mexico. 

For  oil  producers  in  Alaska,  the  world  market  prices  received 
from  such  exports  would  provide  a  powerful  incentive  to  enhance 
oil  recovery  projects  and  therefore  lengthen  the  life  of  existing 
fields  in  Alaska.  That  will  ensure  the  continued  flow  of  oil  in  Cali- 
fornia for  years  to  come. 

The  fi*ee  market  should  determine  where  Alaska  oil  is  ultimately 
consumed. 

Madam  Chairman,  the  issue  of  exporting  Alaska  oil  today  has 
less  to  do  with  issues  relating  to  energy  security  and  more  to  do 
with  the  economics  of  the  American  merchant  marine. 

While  I  am  sensitive  to  the  national  security  interests  of  main- 
taining a  strong  American  merchant  marine,  I  do  not  believe  that 
the  citizens  and  workers  in  Alaska  and  California  should  have  to 
lose  their  jobs  and  bear  the  lion's  share  of  the  costs  of  our  mer- 
chant marine.  Yet,  that  is  precisely  the  effect  of  maintaining  this 
export  ban.  If  it  is  in  the  national  interest  to  preserve  the  mer- 
chant marine,  then  the  citizens  of  all  50  States,  not  just  two  States, 
should  share  in  the  costs  of  preserving  the  fleet. 

Madam  Chairman,  this  is  just  another  example  of  how  this  ex- 
port ban  discriminates  against  the  citizens  of  Alaska.  Not  only  are 
we  deprived  of  the  right  to  sell  our  energy  resources  to  a  world 
market  at  a  price  that  is  fair,  but  we  are  forced  to  pay  the  highest 
transportation  rate  in  the  world  to  ship  our  oil  to  market. 

Every  barrel  of  oil  shipped  out  of  Alaska  to  the  lower  48  must 
be  transported  on  ships  covered  by  the  Jones  Act,  the  1920  law 
named  after  the  Chairman  of  the  Committee  on  Fisheries,  the  late 
Washington  Senator  Wesley  L.  Jones. 

The  purpose  of  that  Act  was  directed  at  Alaska  to  ensure  that 
all  goods  flowing  into  Alaska  first  flowed  through  your  State  of 


8 

Washington.  Madam  Chairman,  that  is  just  a  hard,  cold,  pohtical 
fact  that  Alaska  is  stuck  with  today. 

I  was  interested  to  note  the  comments  of  your  colleague  from  Or- 
egon who  has  joined  with  you  to  put  in  place  a  permanent  ban,  and 
obviously  the  motivation  there  is  the  shipyard.  It  is  on  the  Colum- 
bia River.  It  was  built  in  Japan  and  towed  to  Oregon,  and  virtually 
all  of  the  ships  that  are  drydocked  there  carry  the  Alaska  oil.  So 
I  think  it  is  important  to  recognize  the  self-interest  that  is  evident 
here  from  the  States  of  Washington  and  Oregon. 

The  protectionist  Jones  Act  requirements  just  exacerbates  the  fi- 
nancial penalty  imposed  on  the  citizens  of  Alaska  who  have  no  say, 
absolutely  no  say,  in  where  their  most  important  resource  can  be 
sold. 

I  ask  you:  Is  that  justice? 

A  concern  I  have  heard  is  that  the  lifting  of  the  ban  would  raise 
consumer  prices  on  gasoline  in  California.  It  is  certainly  curious. 
Madam  Chairman,  that  despite  the  fact  that  the  wellhead  prices  in 
California  are  far  lower  than  the  world  oil  prices,  the  refinery  price 
for  gasoline  in  California  today  is  actually  higher  than  in  other 
parts  of  the  country. 

In  February  such  postings  were  higher  than  in  Houston,  Balti- 
more, Portland,  or  your  city  of  Seattle.  I  know  there  are  many  fac- 
tors which  affect  the  refining  price  of  gasoline.  However,  it  appears 
that  California  refiners,  not  California  consumers,  are  the  real 
beneficiaries  in  this  glutted  market. 

Finally,  in  conclusion.  Madam  Chairman,  the  ban  on  the  export 
of  Alaska  crude  is  neither  enhancing  nor  encouraging  our  energy 
security.  It  is  not  improving  the  economy  of  my  State  nor  the  State 
of  California. 

This  last  vestige  of  this  ill-conceived  domestic  oil  price  control 
program  of  the  1970's  should  have  been  abandoned  a  long  time  ago. 
It  is  bad  economics.  It  is  an  inefficient  subsidy  program.  It  cannot 
be  justified  on  security  or  energy  policy  grounds. 

In  the  face  of  the  free  markets  of  the  world  as  we  trade  today, 
it  is  time  to  practice  what  we  preach.  What  we  preach  is  free  trade. 
Let  market  forces  determine  where  Alaska  oil  is  ultimately 
consumed. 

I  would  ask  that  the  balance  of  my  statement  be  entered  into  the 
record  as  if  read.  There  is  a  statement  from  Congressman  Bill 
Thomas  who  had  hoped  to  be  here.  I  have  his  testimony  and  he 
would  ask  unanimous  consent  that  it  be  read,  as  well. 

Senator  Murray.  Without  objection,  that  will  be  put  in  the  per- 
manent record. 

Senator  Murkowski.  I  would  be  happy  to  respond  to  any  ques- 
tions that  Madam  Chairman  may  have. 

Senator  Murray.  Thank  you.  Senator  Murkowski. 

With  that,  we  are  going  to  move  directly  to  the  panel.  There  are 
four  people  who  will  be  speaking  today.  If  they  would  come  for- 
ward, please — Barrel  Rexwinkel;  Philip  Ryall;  Ran  Hettena;  and 
Peter  Sutton. 

Thank  you  to  all  of  our  panelists  for  appearing  again  today. 
Again  I  apologize  for  the  short  timeframe  due  to  votes,  and  I  need 
to  go  to  a  Budget  Committee  hearing  as  soon  as  possible  as  well. 


So  we  are  going  to  again  ask  you  to  keep  to  your  5  minutes.  I  ap- 
preciate your  doing  that. 

We  will  begin  with  Mr.  Rexwinkel. 

STATEMENT  OF  BARREL  J.  REXWINKEL,  COMMISSIONER  OF 

REVENUE,  JUNEAU,  AK 

Mr.  Rexwinkel.  Thank  you,  Madam  Chairman. 

Thank  you  for  allowing  me  this  time  to  testify  on  this  most  im- 
portant matter. 

My  name  is  Barrel  Rexwinkel.  I  am  the  Commissioner  of  the  De- 
partment of  Revenue  for  the  State  of  Alaska.  I  am  here  today  to 
ask  that  the  ban  on  export  of  Alaskan  North  Slope  crude  oil  not 
be  included  in  the  reauthorization  of  the  Export  Administration 
Act. 

The  Statehood  Act  for  Alaska  granted  the  State  over  103  million 
acres  of  land,  and  90  percent  of  Federal  royalties  earned  from  the 
extraction  of  resources.  This  was  done  for  the  express  purpose  of 
providing  a  resource  revenue  base  for  the  State  so  that  Alaska 
could  be  self-sustaining. 

The  production  and  sale  of  all  Alaska  resources  has  been  crucial 
to  our  evolution  as  a  viable  State  government.  Restricting  the  mar- 
ket for  oil  produced  on  Alaska's  North  Slope  has,  for  the  last  17 
years,  resulted  in  an  under- valuation  of  Alaska  production  by  well 
over  $20  billion. 

Today,  inflation  adjusted  oil  prices  are  lower  than  they  were 
prior  to  the  1973  Arab  oil  embargo.  Alaska  produces  20  percent  of 
America's  oil  and  faces  its  sixth  straight  year  of  declining  produc- 
tion. Production  in  other  parts  of  the  United  States  also  continues 
to  decline.  The  result  is  ever-increasing  oil  imports  and  economic 
vulnerability. 

The  irony  of  the  current  situation  is  that  the  ban  hinders  devel- 
opment of  domestic  oil  reserves.  Lifting  the  export  ban  would  raise 
wellhead  production  values  in  Alaska  and  in  California,  providing 
commercial  incentives  to  explore  for  and  develop  oil  reserves. 

If  U.S.  production  is  to  increase,  development  of  domestic  oil  re- 
serves must  be  increased.  This  can  be  done  only  through  explo- 
ration or  through  more  intensive  development  of  existing  reserves. 
Increasing  domestic  recoverable  reserves  is  both  a  short-  and  long- 
term  solution  to  diversifying  America's  energy  needs. 

In  Alaska  we  have  billions  of  barrels  of  oil  which  are  not  cur- 
rently economic  to  produce.  Any  action  to  enhance  the  value  in  the 
field  of  these  barrels  would  make  their  development  more  likely  to 
occur. 

Removing  the  market  interference  that  the  ban  creates  would 
raise  wellhead  values  for  both  Alaskan  and  Califomian  oil  for  two 
reasons. 

First,  the  high  cost  of  shipping  oil  in  excess  of  West  Coast  refin- 
ing requirements  to  eastern  U.S.  destinations  would  be  avoided. 

Second,  free  market  forces  would  allow  the  price  of  both  Alaskan 
North  Slope  and  Califomian  oil  to  rise  to  world  levels.  Refiners  on 
the  West  Coast  would  have  to  pay  the  same  for  Alaskan  oil  as  re- 
finers on  the  Gulf  Coast  currently  pay  for  similar  quality  oil. 

Increased  exploration  and  development  not  only  increases  pro- 
duction of  oil  but  also  provides  jobs  for  the  declining  U.S.  petro- 
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leum  industry — not  only  jobs  in  the  Alaska  and  California  oil  fields, 
but  in  all  regions  of  the  United  States  where  the  products  and 
services  which  support  oil  development  occur. 

Economic  interests  rather  than  security  interests  are  at  the  heart 
of  the  continuing  export  ban  issue.  The  ban  was  put  in  place  at  a 
time  when  there  was  a  general  public  perception  of  both  global  and 
domestic  oil  scarcity.  Times  have  changed  since  the  ban  was  put 
in  place.  Rather  than  a  shortage,  the  market  is  concerned  with  a 
prolonged  glut  of  oil. 

History  has  shown  that  the  glut  of  crude  oil  created  by  the  ban 
has  few  if  any  benefits  to  consumers.  The  price  of  gasoline  on  the 
West  Coast  is  nearly  the  same  as  it  is  anywhere  else  in  the  coun- 
try. 

The  maritime  industry  is  already  witnessing  the  reduced  need 
for  tankers  to  move  Alaskan  oil  to  market  as  production  on  Alas- 
ka's North  Slope  declines.  Unless  conditions  change,  this  trend  will 
accelerate  in  the  future. 

A  balanced  approach  to  lifting  the  export  ban  could  accommodate 
all  interests.  I  suggest  that  everyone  involved  in  oil  production, 
transportation,  and  consumption  in  the  United  States  has  an  eco- 
nomic interest  in  encouraging  Alaskan  and  Californian  oil  produc- 
tion. Allowing  the  export  of  Alaskan  North  Slope  crude  oil  would 
be  a  logical  step  in  that  direction. 

Madam  Chairman,  thank  you  for  allowing  me  to  speak  with  you 
today.  Once  again,  I  urge  you  not  to  include  the  ban  on  exporting 
Alaskan  North  Slope  crude  oil  in  the  reauthorization  of  the  Export 
Administration  Act. 

Thank  you. 

Senator  Murray.  Thank  you. 

Senator  Murray.  Mr.  Ryall. 

STATEMENT  OF  PHILIP  RYALL,  PRESIDENT,  STOCKDALE 
OIL  &  GAS,  INC.,  BAKERSFIELD,  CA 

Mr.  Ryall.  Yes,  Madam  Chairman,  Senator  Murray.  Thank  you. 

I  am  a  small,  independent  oilman  from  Bakersfield,  California, 
which  is  in  Kern  County.  My  name  is  Phil  Ryall.  I  represent  the 
California  Independent  Petroleum  Association  here. 

We  are  a  group  of  small  independent  producers  in  California, 
mostly  in  Kern  County  but  some  in  Los  Angeles  and  Ventura 
Counties,  who  produce  crude  oil.  Our  only  income  comes  from  sell- 
ing that  to  the  major  oil  companies  who  refine  the  oil,  or  to  people 
like  Tosco  or  other  independent  refiners. 

When  the  price  of  oil  gets  this  low,  we  are  severely  impacted  to 
the  effect  now  that,  in  fact,  most  of  the  independents  that  I  know 
will  be  closing  their  doors  within  6  months  if  the  price  of  oil  does 
not  come  up. 

The  main  reason  for  the  low  price  of  oil  is  the  world  oil  price, 
obviously,  that  is  lower  than  it  has  been  for  20-some  years. 

In  the  days  when  the  Trans-Alaskan  Pipeline  was  built,  the 
world  price  of  oil  was  much  higher.  Therefore,  the  impact  of  this 
restriction  on  the  export  of  Alaskan  crude  was  not  so  serious.  None 
of  us  paid  a  lot  of  attention  to  it.  All  of  a  sudden  now  it  has  become 
extremely  important  because  if  we  can  gain  $1  or  $2  a  barrel  for 
the  Californian  producer  and  maybe  more  for  the  Alaskan  pro- 
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ducer,  we  can  develop  fields  that  we  have  and  we  can  continue  to 
produce.  The  way  for  more  security  of  oil  and  gas  in  the  United 
States  is  to  have  free  trade. 

The  funny  thing  about  restricting  trade  is  it  restricts  business. 
We  are  supposed  to  be  sophisticated  enough  now  in  this  country  to 
know  that  bans  on  trade  are  not  a  good  idea.  That  is  what  this 
simply  is. 

We  are  protecting  one  kind  of  industry  who  is  fearful  that  they 
are  going  to  lose  jobs  and  ships — apparently;  that  is  what  I  read — 
and  we  are  protecting  maybe  some  of  the  independent  refiners.  But 
mostly  what  happens  in  most  of  these  cases — I  have  been  in  the 
oil  business  in  California  for  30  years — ^is  something  between  the 
two  extremes  of  what  is  predicted,  like  on  these  two  sides.  That  is 
what  really  happens. 

The  shipbuilders  and  the  shippers  of  oil  will  not  lose  their  trade 
by  opening  Alaska  to  be  an  exporter.  In  fact,  they  may  increase 
their  business  because  Alaska  then  will  be  able  to  develop  their 
own  oil.  By  not  having  that  oil  forced  onto  our  shores  of  California, 
we  will  be  allowed  to  produce  our  oil  and  develop  our  oil  fields. 

Let  me  give  you  an  example  of  my  company.  I  have  14  employ- 
ees, but  we  probably  affect  several  nundred  people  because  there 
are  a  lot  of  trades  in  Kem  County  that  depend  on  our  oil  for  their 
livelihood.  They  are  the  service  sector. 

We  have  spent  5  years,  since  1987  when  the  price  first  crashed, 
collecting,  buying,  and  leasing  properties  with  a  goal  to  develop 
some  major  oil  production  and  grow  to  a  big  company  and  go  pub- 
lic. That  is  my  desire. 

Right  now,  the  bank  will  not  loan  me  $1  to  drill  a  well  or  to  de- 
velop an  oil  field.  I  can  produce  50  million  barrels  or  so.  I  could 
become  a  major  oil  producer  in  California  if  the  price  of  oil  were 
$2  or  $3  more  a  barrel. 

The  price  that  is  posted  for  crude  oil,  the  West  Texas  Intermedi- 
ate— ^you  know,  that  index  which  is  the  same  as  the  NYMEX  that 
is  traded — is  around  $14,  between  $14  and  $14.50  right  now.  Our 
crude  oil  is  below  $10.  Tell  me  that  the  Alaskan  crude  coming  to 
California  does  not  affect  our  market. 

The  other  fear  is  that  the  price  of  products  will  go  up.  Well  prod- 
ucts should  seek  the  right  level,  the  market  level,  but  the  fact  is 
that  right  now  in  California  at  the  pump  gasoline  is  the  same  price 
it  was  4  months  ago  when  crude  oil  prices  were  $4  or  $5  more  a 
barrel. 

So,  figure  that. 

We  are  not  making  a  profit.  The  refiners  and  the  marketers  are. 

There  is  a  lot  of  room  for  negotiation.  If  there  is  anything  to  be 
done,  we  should  sit  down — we  the  oil  industry  and  the  shipping  in- 
dustry— and  work  out  some  things.  We  should  not  burden  Alaska 
and  California  with  this  problem. 

I  just — my  time  is  up,  I  take  it? 

Senator  Murray.  You  have  until 

Mr.  Ryall.  Can  I  make  one  statement?  I  wanted  to  make  this 
point.  Senator  Murray.  I  was  bom  in  Yakima,  Washington.  My  fa- 
ther was  in  the  apple  business.  What  do  you  think  he  would 
think — and  he  is  still  alive — and  what  would  your  State  think  if  we 
restricted  the  trade  of  apples?  California  now  grows  a  lot  of  apples. 
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too.  So  let's  not  allow  your  apples  into  our  State.  Let's  start  re- 
stricting trade. 

Senator  Murray.  Does  it  surprise  you  to  know  that  Japan  does 
restrict  import  of  apples? 

Mr.  Ryall.  No.  Not  at  all. 

Thank  you. 

Mr.  Hettena. 

STATEMENT  OF  RAN  HETTENA,  PRESffiENT,  OSG  BULK  SHIPS, 
INC.,  NEW  YORK,  NY;  ON  BEHALF  OF  THE  COALITION  TO 
KEEP  ALASKA  OIL 

Mr.  Hettena.  Thank  you,  Madam  Chairman. 

I  appear  today  on  behalf  of  the  Coalition  to  Keep  Alaska  Oil, 
which  supports  long-standing  national  policy  embodied  in  section 
7(d)  of  the  Export  Administration  Act. 

The  coalition  represents  maritime  labor  unions,  tanker  operators, 
refiners,  shipbuilders,  environmental  groups,  and  others  committed 
to  enhancing  our  national  energy  security. 

My  company  owns  and  operates  a  substantial  American-flag  fleet 
built  in  U.S.  shipyards  at  a  cost  of  approximately  $400  million  over 
the  past  two  decades.  We  did  so  on  the  assumption  that  Congress 
would  maintain  the  restrictions  on  Alaskan  oil  exports  that  were 
a  fundamental  condition  of  opening  the  North  Slope  for  production. 

A  lot  has  been  said  today  about  free  trade.  We  built  that  fleet 
because  American  ships  were  required  to  carry  crude  to  the  lower 
48.  Had  this  not  been  the  case  and  had  free  trade  been  in  existence 
from  the  very  beginning,  we  would  not  have  built  an  American 
fleet.  We  would  have  built  a  foreign  one. 

The  coalition  urges  the  committee  to  reaffirm  long-standing  pol- 
icy by  extending  the  export  restrictions  indefinitely  as  you  and  Sen- 
ator Hatfield  have  proposed. 

Madam  Chairman,  since  they  were  put  in  place,  the  export  re- 
strictions have  encouraged  substantial  investments  in  an  efficient 
transportation  infrastructure  to  move  North  Slope  crude  to  domes- 
tic markets,  helped  preserve  a  domestic  merchant  marine,  saved 
the  West  Coast  consumers  substantial  sums  at  the  pump,  and  pro- 
moted U.S.  national  energy  security  by  reducing  our  reliance  on 
Middle  East  oil. 

Nonetheless,  the  State  of  Alaska  has  long  sought  to  eliminate  the 
restrictions,  even  challenging  the  constitutionality  of  section  7(d). 
In  throwing  out  the  State's  lawsuit  just  2  weeks  ago,  the  Federal 
District  Court  in  Alaska  held  that  Congress  has  broad  authority  to 
ban  exports  in  the  interest  of  national  energy  security. 

As  you  have  heard  today,  California  Independent  Oil  Producers 
have  joined  the  effort  to  lift  the  export  ban.  We  certainly  sym- 
pathize with  them  in  their  inability  to  sell  their  heavy  crude  at  de- 
sirable prices,  to  increase  production,  and  to  rehire  skilled  workers 
and  engineers  let  go  in  recent  years. 

It  is  somewhat  ironic  that  if  their  proposal  is  adopted  the  main 
sufferer  will  be  the  independent  American-flag  tanker  fleet,  forcing 
offsetting  job  losses  among  skilled  merchant  mariners  and  shipyard 
workers  in  your  State  and  others. 
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We  do  not  believe  North  Slope  exports  will  solve  the  producers' 
problems.  These  problems  are  due  primarily,  as  Mr.  Ryall  has  al- 
ready said,  to  low  world  oil  prices. 

They  are  now  compounded  by  the  California  crude's  unattractive 
physical  characteristics.  If  it  is  selling  for  $10  it  is  because  it  does 
not  have  the  quality  of  WTI  oil 

Mr.  Ryall.  That  is  not  true. 

Senator  Murray.  Would  you  please  let  Mr.  Hettena  finish. 

Mr,  Ryall.  OK,  but  I  do  not  like  mis-statements. 

Senator  Murray.  Sir,  if  you  could  let  him  finish,  please. 

Mr.  Hettena.  — compounded  by  the  California  heavy  crude's  un- 
attractive physical  characteristics,  high  cost  of  production,  and 
local  transportation  difficulties. 

If  permitted,  exports  would  cause  real  harm.  They  would  further 
increase  our  dependence  on  the  Middle  East. 

They  would  lead  to  the  scrapping  or  sale  to  foreigners  of  the 
independent  domestic  tanker  fleet. 

They  would  cause  significant  job  losses  in  the  maritime  and  re- 
lated West  Coast  shipyard  and  ship  supply  industry. 

They  would  raise  energy  prices  in  Washington,  Oregon,  and  Cali- 
fornia. 

The  impact  on  the  domestic  merchant  marine  would  be  particu- 
larly severe.  This  year,  44  tankers  have  been  engaged  in  moving 
North  Slope  crude  to  domestic  markets. 

For  many  companies  like  mine,  this  is  the  principal  business  for 
which  our  Jones  Act  fleet  was  built  and  in  which  it  is  presently  en- 
gaged. 

The  loss  of  this  market  would  have  severe  financial  and  employ- 
ment ramifications. 

Madam  Chairman,  Congress  set  the  policy  of  reserving  North 
Slope  production  for  domestic  consumption  two  decades  ago  as  a 
fundamental  part  of  the  bargain  that  permitted  construction  of  the 
TAPS  pipeline. 

Having  served  the  Nation  well,  the  policy  should  not  be  scrapped. 
Rather,  as  you  have  proposed,  it  should  be  extended  indefinitely. 

Thank  you  for  giving  us  the  opportunity  to  appear  here  this 
morning. 

Senator  Murray.  Thank  you. 

Mr.  Sutton. 

STATEMENT  OF  PETER  A.  SUTTON,  SENIOR  VICE  PRESIDENT, 
TOSCO  REFINING  COMPANY,  CONCORD,  CA 

Mr.  Sutton.  Good  morning.  Madam  Chairman. 

My  name  is  Pete  Sutton,  senior  vice  president  of  Tosco  Refining 
Company.  I  would  like  to  thank  the  committee  for  the  opportunity 
to  appear  today  in  support  of  the  long-standing  restrictions  against 
the  exportation  of  ANS  crude  oil. 

We  are  one  of  the  largest  independent  petroleum  refiners  in  the 
Nation,  and  the  largest  on  the  West  Coast,  with  refineries  in  the 
Puget  Sound  area  of  Washington  and  the  San  Francisco  Bay  area. 
Between  these  two  facilities  we  provide  1,800  well-paid  jobs.  We 
are  the  largest  independent  refiner-purchaser  of  ANS  and  heavy 
California  crude  oil  on  the  West  Coast. 


78-612  0-94-2 
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We  purchase  over  10  percent  of  all  the  ANS  crude  produced,  and 
just  under  10  percent  of  all  the  heavy  California  crude  produced  in 
the  San  Joaquin  Valley. 

The  West  Coast  refining  industry  is  one  of  the  most  efficient  and 
complex  in  the  United  States.  We  take  a  low-quality  crude  oil,  re- 
fine it  into  the  highest  percentage  of  gasoline  to  supply  the  single 
largest  gasoline  market  in  the  world,  while  meeting  the  strictest 
gasoline  manufacturing  standards  in  the  world.  Lifting  the  ban  on 
ANS  exports  would  disrupt  this  efficient  system. 

My  complete  testimony  has  been  added  into  the  record,  and 
therefore  in  the  interests  of  time  I  will  summarize  the  key  points 
of  our  position. 

First  of  all,  removal  of  the  export  restrictions  on  ANS  crude  oil 
would  undermine  the  efficiency  of  West  Coast  Petroleum  Refiners, 
increase  consumer  prices  for  gasoline  and  other  refined  products, 
and  possibly  lead  to  the  export  of  well-paid,  highly  skilled  West 
Coast  refining  jobs  to  the  Far  East. 

Our  refining  system  has  been  developed  around  optimizing  gaso- 
line production  from  ANS  and  heavy  California  crude  oil  for  many, 
many  years,  apparently  since  the  inception  of  the  ANS  production. 

Foreign  crude  oil  imported  to  replace  exported  ANS  oil  would  be 
higher  priced,  from  less  secure  and  more  distant  sources,  and  less 
suitable  for  processing  in  West  Coast  refineries. 

Second,  while  removal  of  the  export  restrictions  would  increase 
the  price  of  ANS  oil  by  about  75  cents  to  $1  a  barrel,  it  would  not 
significantly  affect  the  price  of  heavy  California  oil,  but  would  neg- 
atively impact  the  economies  of  California,  Oregon,  and  the  State 
of  Washington.  California  heavy  oil  is  just  not  a  substitute  for  ANS 
oil.  It  is  low  quality  and  it  is  very  difficult  to  refine. 

California  production,  the  heavy  oil,  is  already  at  world  parity 
with  its  alternative  market  which  is  Far  East  fuel  oil.  It  does  not 
compete  with  ANS  oil  on  a  barrel-for-barrel  basis.  It  is  somewhat 
like  comparing  a  Yugo  to  a  Cadillac.  It  is  just  not  an  appropriate 
comparison. 

Without  an  increase  in  heavy  crude  prices,  the  economic  benefits 
claimed  by  proponents  of  ANS  exports,  such  as  increased  produc- 
tion in  California,  and  investment  in  jobs  in  the  oil  patch,  are  illu- 
sory. 

Next,  allowing  exports  of  ANS  oil  would  make  the  U.S.  West 
Coast  more  vulnerable  to  oil  supply  interruptions  and  the  risk  of 
marine  spills.  This  was  clearly  demonstrated  recently  during  the 
Northridge  Earthquake  in  California.  Pipeline  breaks  and  shut- 
downs caused  L.A.  refiners  to  have  supplies  of  oil  cut  back.  The 
shortfall  was  made  up  by  ANS  oil. 

Next,  allowing  ANS  oil  to  be  diverted  into  the  export  market 
would  transfer  the  oil  supply  security  of  ANS  production  from  West 
Coast  consumers  to  the  Japanese  and  other  Far  East  consumers. 

Finally,  Madam  Chairman,  reversal  of  the  long-standing  policy 
against  exports  of  ANS  oil  effectively  transfers  wealth  from  West 
Coast  consumers  to  the  multi-national  producers  of  ANS  oil  and  to 
the  State  of  Alaska. 

Thank  you  for  your  time. 

Senator  Murray.  Thank  you. 
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Mr.  Sutton,  we  have  heard  that  only  the  United  States  Hmits  im- 
ports or  exports  on  petroleum  products.  As  a  refiner,  are  you  aware 
of  any  other  nations  that  control  the  import  or  export  of  petroleum 
products? 

Mr.  Sutton.  We  export  products  at  times  into  the  Far  East.  It 
is  very  difficult  to  export  into  Japan.  I  think,  quite  frankly,  Madam 
Chairman,  what  we  ought  to  be  doing  as  a  Nation,  is  taking  our 
raw  material,  our  scarce  raw  material,  and  adding  value  to  that 
through  the  manufacturing  process  where  we  create  good,  well-pay- 
ing jobs,  and  then  export  the  finished  product  value-added  to  the 
export  market,  not  exporting  our  raw  material,  and  having  the  Far 
East  refiner,  for  example,  the  export  refiners  in  the  Far  East,  take 
that  raw  material  at  low  cost,  turn  that  into  a  value-added  product, 
and  then  export  it  back  into  the  United  States. 

I  think  it  is  bad  policy. 

Senator  Murray.  Could  you  easily  convert  your  refineries  in 
Ferndale,  Washington,  and  California,  to  use  other  crude  oil,  par- 
ticularly California  heavy  crude,  if  the  restriction  were  to  be  elimi- 
nated? 

Mr.  Sutton.  California  heavy  crude  is — as  far  as  speaking  to  the 
California  system  we  have — we  are  maximized  as  to  how  much  we 
can  run  of  heavy  California  crude  oil.  And  in  fact,  the  system  in 
California,  other  refineries  in  California  have  maximized  their  abil- 
ity to  run  heavy  California  oil. 

They  run  it  to  the  maximum  limit  that  they  can  in  the  hardware 
that  they  possess.  Doing  otherwise  would  be  uneconomic.  It  would 
be  a  silly,  uneconomic  decision. 

So  the  thought  that  we  would  increase  production  in  California 
200,000  barrels  a  dav  by  an  increase  in  the  price  of  ANS  oil,  num- 
ber one,  there  is  no  home  for  200,000  barrels  a  day  of  heavy  crude 
in  California  because  it  is  already  fully  utilized.  There  is  no  room 
at  the  inn. 

It  would  wind  up  going  into  the  Far  East  fuel  oil  market  which 
it  is  already  priced  against.  So,  therefore,  if  ANS  oil  goes  up  either 
heavy  crude  does  not  go  up,  or  if  it  goes  up  it  is  so  minor  it  does 
not  even  matter. 

Mr.  Ryall.  Can  someone  respond  to  this,  or  does  just  one  side 
get  to  talk? 

Senator  Murray.  Mr.  Ryall,  I  would  be  happy  for  you  to  make 
a  quick  statement.  I  will  tell  you,  I  do  again  apologize  for  the  short- 
ness of  the  hearing  due  to  the  votes  and  to  other  committees. 

You  can  always  submit  additional  testimony  or  written  com- 
ments to  the  committee,  and  it  will  be  included  in  the  record. 

Mr.  Ryall.  Are  you  going  to  let  me  say  something? 

Senator  Murray.  If  you  can  go  quickly.  I  have  to  leave. 

Mr.  Ryall.  You  are  giving  the  other  side  a  lot  of  opportunity  to 
respond 

Senator  Murray.  Mr.  Ryall,  if  you  want  to  respond  to  the  ques- 
tion quickly,  I  would  appreciate  it. 

Mr.  Ryall.  Yes. 

The  fact  is  that  these  gentlemen  are  both  talking  about  Califor- 
nia crude.  I  am  a  producer.  I  know  a  lot  more  about  the  crude  oil 
than  they  do.  There  is  not  one  kind  of  California  crude.  It  is  not 
all  heavy.  It  is  not  ugly. 
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The  reason  it  is  low-priced  is  because  we  have  too  much  crude 
oil  on  the  West  Coast  right  now.  Honestly,  that  is  the  truth. 

The  refiners  can  adjust  some,  and  I  can  produce  lighter  gravity 
oil  if  they  give  me  the  money  for  it. 

Mr.  Sutton.  May  I  respond? 

Senator  Murray.  Quickly,  yes. 

Mr.  Sutton.  The  California  producers  now  have  the  ability  to  ex- 
port crude  oil.  They  have  licenses  to  export  the  crude  oil,  which 
they  fought  very,  very  feverishly  to  get.  They  now  have  that,  and 
they  have  had  that  for  14  months. 

In  those  14  months  very  little  heavy  California  crude  oil  has 
been  exported.  The  reason  being  is,  they  are  getting  the  highest 
net-back  price  for  that  oil  in  the  high-conversion  refineries  on  the 
West  Coast  that  can  add  the  highest  value  to  that. 

This  gentleman  is  correct  in  the  sense  that  there  are  other  quali- 
ties of  crude  oil  in  California  like  California  light  crude  oil.  That 
oil  is  likely  to  rise  somewhat  with  the  price  of  ANS  oil.  However, 
even  their  side  of  the  issue  admits  that  there  is  probably  little  im- 
pact on  production  of  light  California  oil  with  a  price  increase  be- 
cause there  is  just  not  much  left. 

Senator  Murray.  Thank  you. 

Mr.  Ryall.  That  is  not  true. 

Senator  Murray.  And  again,  I  apologize  to  all  of  you  for  keeping 
this  short. 

Your  testimonies  will  be  submitted  to  the  record,  and  any  of  you 
who  wish  to  add  additional  material  are  welcome  to  submit  it  to 
the  committee. 

Senators  Riegle  and  Sarbanes,  who  could  not  be  here  today,  re- 
quested that  their  statements  be  inserted  into  the  record. 

Senator  Stevens  also  requested  his  written  statement  be  inserted 
into  the  record. 

With  that,  I  will  adjourn  this  committee  hearing. 

Thank  you,  very  much. 

Mr.  Ryall.  Thank  you. 

Mr.  Sutton.  Thank  you.  Madam  Chairman. 

Mr.  Rexwinkel.  Thank  you. 

Mr.  Hettena.  Thank  you. 

[Whereupon,  at  11:45  a.m.,  the  subcommittee  was  recessed,  sub- 
ject to  the  call  of  the  chair.] 

[Prepared  statements  and  additional  material  supplied  for  the 
record  follow:] 
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PREPARED  STATEMENT  OF  SENATOR  DONALD  W.  RIEGLE,  JR. 

Today  we  are  continuing  our  review  of  the  Export  Administration  Act.  Specifi- 
cally, we  are  taking  a  look  at  section  7(d)  of  that  Act,  which  restricts  the  export  of 
Alaskan  North  Slope  crude  oil. 

In  1973,  Congress  authorized  the  construction  of  the  Trans-Alaska  Pipeline  Sys- 
tem. In  doing  so,  it  also  established  a  clear  national  policy  that  domestic  users 
should  have  nrst  priority  for  the  use  of  that  oil.  These  restrictions  were  codified  in 
section  7(d)  of  the  Export  Administration  Act  of  1979,  and  have  been  debated  in 
Congress  many  times  since  then.  However,  the  restrictions  have  always  remained 
in  place  with  the  overwhelming  support  of  Congress. 

1  have  always  supported  legislation  to  restrict  the  export  of  domestically-produced 
crude  oU,  including  Alaskan  North  Slope  crude  oil,  and  continue  to  do  so  today.  Let 
me  explain  why. 

Restrictions  on  crude  oil  have  provided  enduring  benefits  to  the  American  people. 
When  they  were  adopted,  Congress  realized  the  importance  of  relying  to  the  maxi- 
mum extent  possible  on  domestic  supplies  of  petroleum.  If  we  exported  Alaskan  oil 
we  would  increase  our  reliance  on  oil  imported  from  the  unstable  Persian  Gulf.  We 
would  also  severely  impact  our  own  maritime  industry.  Our  domestic  industry 
transports  Alaskan  oil  south.  If  we  export  that  oil  Japanese  tankers  will  have  the 
job  01  taking  it  to  Japan.  We  would  also  create  new  environmental  hazards  for  our- 
selves. 

For  these  reasons,  I  will  continue  to  support  the  provisions  of  the  Export  Adminis- 
tration Act  that  restrict  the  export  of  Alaskan  Nortn  Slope  crude  oil. 


PREPARED  STATEMENT  OF  SENATOR  PAUL  S.  SARBANES 

I  will  be  very  brief. 

Both  the  subcommittee  and  the  full  committee  have  consistently  supported  the  ex- 
tension of  the  ban  on  the  export  of  Alaskan  North  Slope  crude  oil.  In  my  view,  there 
are  a  number  of  persuasive  and  compelling  reasons  to  continue  this  policy. 

The  current  ban  decreases  our  reliability  on  Persian  Gulf  crude  oil  and  thus  pre- 
serves at  least  some  measure  of  U.S.  energy  security.  We  already  rely  on  imports 
for  50  percent  of  our  crude  oil  needs.  It  is  important  to  understand  that  twenty-five 
percent  of  the  oil  we  produce  domestically  comes  from  the  Alaskan  North  Slope. 
Consequently,  if  we  eliminate  the  export  ban,  our  dependence  on  foreign  crude  will 
undoubtedly  increase  further.  The  end  result  would  be  an  even  greater  reliance  on 
Persian  Gulf  oil  with  all  of  the  risks  that  entails. 

The  ban  on  exporting  North  Slope  crude  also  helps  to  ensure  low  and  stable  gaso- 
line prices  in  the  major  economic  centers  of  our  western  States.  The  sudden  increase 
in  gasoline  prices  that  would  likely  accompany  an  end  to  the  export  ban  would  have 
a  potentially  damaging  impact  on  the  fragile  economies  of  this  region,  particularly 
in  California. 

Another  important  consideration  is  the  adverse  impact  lifting  the  ban  would  have 
on  our  own  maritime  industry.  The  current  North  Slope  operation  draws  on  over 
50  U.S. -flagged  tankers  which  is  roughly  half  of  the  U.S.  tanker  fleet.  These  vessels 
employ  3,000  crewmen  and  provide  another  7,000-10,000  jobs  in  related  industries. 

However,  if  we  begin  to  export  North  Slope  crude,  we  open  the  door  for  Japanese 
supertankers  and  other  foreign-flag  vessels  to  ship  this  oil  to  their  new  markets.  In 
one  fell  swoop,  we  would  threaten  half  of  the  U.S.  tanker  fleet  and  the  livelihood 
of  thousands  of  U.S.  maritime  workers. 

There  is  another  related  consequence  for  the  maritime  industry.  The  Oil  Pollution 
Act  (OPA)  of  1990  requires  the  transition  from  single  to  double  hulled  oil  tankers 
for  the  transport  of  crude  oil  in  U.S.  waters.  This  mandate  creates  a  promising  new 
market  for  American  shipbuilders.  However,  if  we  lose  the  North  Slope  operation 
to  foreign-flagged  vessels,  this  opportunity  to  revitalize  our  own  shipbuilding  indus- 
try will  be  lost.  Double  hulled  tankers  will  be  built,  that  is  a  certainty.  But  they 
will  be  built  in  foreign  shipyards. 

Finally,  the  threat  to  our  environment  needs  to  be  considered.  If  we  eliminated 
the  export  ban,  there  would  necessarily  be  an  increase  in  the  traffic  of  foreign- 
flagged  tankers  both  to  Valdez,  but  also  to  ports  in  the  western  U.S.  The  maritime 
safety  records  show  quite  clearly  that  foreign  vessels  and  crews  have  proven  less 
reliaole  and  more  prone  to  accident  and  spills  than  their  U.S.  counterparts.  I  would 
question  whether  we  really  want  more  of  these  foreign  tankers  operating  in  U.S. 
waters. 

There  is  strong  rationale  to  continue  the  current  export  ban  of  North  Slope  crude 
oil.  My  own  view  is  that  any  effort  to  end  the  ban  has  potentially  serious  implica- 
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tions  for  our  Nation's  energy  security  and  the  future  viability  of  our  maritime  indus- 
try. I  look  forward  to  hearing  from  today's  witnesses  as  we  examine  this  matter  in 
greater  detail. 


PREPARED  STATEMENT  OF  REPRESENTATIVE  BILL  THOMAS 

Mr.  Chairman,  thank  you  for  providing  me  with  the  opportunity  to  testify  on  the 
necessity  of  ending  the  ban  on  exports  of  Alaskan  North  Slope  crude  oil.  I  applaud 
the  decision  to  conduct  a  comprehensive  overhaul  of  the  Export  Administration  Act 
(EAA).  The  end  of  the  Cold  War  gives  us  an  opportunity  to  enhance  the  ability  of 
U.S.  businesses  to  compete  in  the  arena  of  international  trade.  I  hope,  however,  that 
the  subcommittee  will  consider  repealing  the  ban  on  exporting  Alaskan  North  Slope 
crude  oU  as  well  as  revisions  in  our  control  over  high  technology  exports. 

A  look  at  my  district  will  give  you  an  idea  of  why  I  have  sought  repeal  of  the 
ban  for  years.  In  1992,  California  crude  oil  production  totaled  nearly  331.7  million 
barrels.  Nearly  67  percent  of  this  oil,  or  221  million  barrels,  was  produced  in  a  sin- 
gle county,  the  County  of  Kem.  That  makes  Kern  County  a  larger  oil  producer  than 
the  State  of  Oklahoma.  In  fact,  if  it  were  a  State,  Kem  County  would  rank  behind 
only  Alaska,  Texas,  and  Louisiana  in  oil  production. 

Kem  County  oO,  however,  has  some  unique  characteristics  that  make  it  expensive 
to  produce.  It  is  "heavy"  oil;  a  thick,  viscous  substance  defined  by  the  industry  as 
under  20  degrees  API  gravity.  It  does  not  flow,  it  oozes.  In  order  to  bring  this  oil 
out  of  the  ground  it  requires  investment  in  thermal  enhanced  oil  recovery  equip- 
ment which  injects  high-temperature  steam  into  the  well.  This  steam-injection  proc- 
ess heats  the  reservoirs  enough  to  make  this  tar-like  oil  fluid  enough  to  pump. 

Steaming  is  expensive.  According  to  some  of  the  major  oil  companies,  average 
costs  range  from  $4.50  to  $14  a  barrel,  and  often  run  from  $7  to  $10.  When  you 
consider  that,  for  a  period  of  nearly  two  months  earlier  this  year,  oil  was  selling 
for  $8.00/barrel  in  Kem  County  (although  the  price  has  risen  marginally  in  the  past 
month),  you  can  understand  why  pricing  issues  are  so  important  to  local  producers, 
especially  the  independents  who  must  decide,  solely  on  the  wellhead  price,  whether 
wells  are  profitable  or  need  to  be  closed. 

The  ban  on  the  export  of  ANS  crude  oil  has  created  a  distorted  market  for  heavy 
crude  oil  in  both  California  and  Alaska.  The  bulk  of  the  Alaskan  oil,  due  to  the  costs 
of  transportation  to  the  Gulf  Coast  and  the  eastern  seaboard  of  the  U.S.,  remains 
west  of  the  Sierra  Nevadas.  Shipping  the  oil  to  the  Gulf  costs  about  $5  a  barrel, 
so  its  sale  in  California  inevitably  requires  a  discount.  The  California  independent 
oil  producers'  estimate  is  that  the  crude  price  in  California  would  be  as  much  as 
$2  to  $5  higher  if  the  export  ban  were  repealed. 

In  1992,  refineries  in  California  received  301  million  barrels  of  crude  from  Alaska, 
nearly  doubling  the  amount  of  oil  in  California.  The  latest  figures  for  1993  are  al- 
most identical.  Through  June  of  1993,  California  production  was  approximately  146 
million  barrels  (170  million  including  Federal  production),  while  receipts  of  Alaskan 
oil  were  around  151  million  barrels. 

At  first  glance,  this  does  not  appear  to  be  a  problem.  Many  consumers  would  be 
glad  to  live  in  a  State  that  is  "awash"  in  oil,  thinking  that  this  oversupply  would 
result  in  lower  priced  gasoline.  Unfortunately,  not  all  oil  is  created  equal.  The  ma- 
jority of  the  oil  produced  in  California,  as  well  as  in  Alaska,  is  not  the  "light,  sweet" 
crude  that  is  produced  in  West  Texas  and  the  Organization  of  Petroleum  Exporting 
Countries  (OPEC).  Such  light,  sweet  crude  is  easily  refined  into  gasoline  and  a  vari- 
ety of  other  high-value  products. 

The  bulk  of  the  oil  produced  in  California  and  Alaska,  by  contrast,  is  much  too 
heavy  to  yield  gasoline  without  extensive  investment  in  extremely  costly  refining 
equipment.  Heavy  crude  does  yield  large  quantities  of  residual  fuel  oil  (which  cannot 
be  used  in  California  because  of  strict  air  quality  rules)  and  industrial  lubricants. 
As  a  result,  this  surfeit  of  oil  in  California  does  not  translate  into  vastly  lower  fuel 
prices  for  California  drivers. 

The  oversupply  does  have  other  negative  eflects,  however.  Since  heavy  crude  oil 
is  more  difficult  and  costly  to  recover  than  light,  sweet  crudes,  many  producers  are 
unable  to  recoup  their  costs  of  production.  In  response,  oil  producers  (major  and 
independent  alike)  shut  in  wells  and  lay  ofl"  employees.  However,  while  the  major 
oil  companies  are  able  to  concentrate  on  producing  their  reserves  in  other  areas  of 
the  world,  the  independent  producers  do  not  have  that  option.  When  the  price  of 
oil  dips  below  the  cost  of  recovery,  their  companies  fail,  and  the  former  employers 
are  then  reunited  with  their  former  employees  in  the  unemployment  line. 
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This  crude  glut  has  real  impacts  on  American  jobs.  A  preliminary  study  on  the 
California  oil  industry  shows  we  have  31,000  fiiU  time  employees  in  the  oil  fields 
with  an  average  wage  of  $45,000  a  year.  Total  employment  related  to  the  industry 
is  about  70,000.  Since  the  1986  oil  price  decline,  production  in  California  has  fallen 
by  200,000  barrels  a  day  and  taken  with  it  6,000  oil  field  jobs  and  another  7,000 
indirect  oil  industry  jobs. 

Kern  County,  California,  has  one  of  the  highest  unemployment  rates  in  the  State, 
over  13  percent.  Loss  of  oil  field  jobs  has  been  a  major  part  of  the  county's  problem. 
We  had  over  16,000  "mining"  jobs  (95  percent  being  directly  related  to  the  oil  indus- 
try) in  1985  but  only  12,O0n5  today.  The  price-depressing  impacts  of  ANS  crude  are 
part  of  this  problem. 

Lifting  this  ban  could  reverse  these  trends  by  improving  the  price  of  this  crude 
and  allowing  producers  to  expand  their  production.  One  of  the  two  studies  con- 
ducted for  the  California  oil  industry  shows  that  an  increase  of  100,000  to  200,000 
barrels/day  of  California  production  would  have  huge  impacts  on  California  employ- 
ment. Such  an  increase  in  production  would  create  6,000  to  15,000  new  jobs  in  Cali- 
fornia oil  fields  and  related  industries,  depending  on  such  factors  as  price,  produc- 
tion levels,  and  level  of  economic  multiplier  effects  used  in  the  estimate.  Using  what 
could  turn  out  to  be  the  "worst  case"  assumptions,  it  appears  that  a  200,000  barrel/ 
day  increase  would  still  create  5,500  new  CaUfomia  jobs. 

This  level  of  job  increase  can  be  easily  achieved  because  the  same  study  indicates 
we  already  forego  100,000  to  200,000  barrels/day  of  oil  production  in  California 
today  due  to  the  export  ban.  The  actual  figure  for  total  lost  production  could  even 
be  as  high  as  300,000  barrels/day. 

At  the  same  time,  we  would  gain  oil  reserves  by  repealing  the  ban.  A  study  re- 
cently completed  for  the  California  Independent  Producers  Association  indicates 
that  as  much  as  10  billion  barrels  of  oil  could  be  added  to  our  recoverable  reserves 
in  Alaska  and  California  by  improving  the  price  of  crude.  Putting  that  10  bUlion 
barrels  in  perspective:  it  is  the  equivalent  of  what  we  originally  expected  from  the 
Alaskan  North  Slope! 

Another  benefit  to  be  realized  by  Ufting  this  ban  is  a  reduction  in  the  number  of 
tankers,  loaded  with  crude  oil,  traveling  along  nearly  the  entire  western  coastline 
of  the  North  American  continent.  By  allowing  the  export  of  ANS  crude,  some 
amount  of  this  oU  will  be  shipped  to  markets  in  the  Far  East.  As  a  result,  fewer 
tankers  wiU  make  the  trip  along  the  coast  to  their  current  destinations  in  Washing- 
ton and  California.  This  clearly  translates  into  a  reduced  risk  of  oU  spills,  small  and 
large,  along  both  Canadian  and  U.S.  coastlines. 

This  ban  has  been  in  efiect  for  over  twenty  years.  The  supporters  of  this  policy 
argue  that  it  is  necessary  to  retain  the  ban  in  order  to,  among  other  things,  'safe- 
guard our  energy  security."  During  this  twenty  year  period,  I  have  seen  no  evidence 
to  support  this  hypothesis.  In  fact,  the  evidence  clearly  demonstrates  that  our  de- 
pendence on  foreign  oil  has  increased  over  this  period.  Domestic  production  is  de- 
clining as  a  result  of  this  export  ban,  while  demand  for  oil  continues  to  increase. 
The  shortfall  can  only  be  met  through  increased  imports,  which  helps  to  explain 
why  we  now  import  around  50  jjercent  of  all  energy  consumed  in  the  United  States. 
Perhaps  the  supporters  of  the  ban  could  explain  to  me  and  the  American  people  how 
a  continued  decline  in  domestic  production,  coupled  with  increasing  demand,  nas  en- 
hanced our  energy  security? 

Grovemment  interference  in  this  market  has  not  worked  and  must  be  ended.  Our 
economy  is  based  on  the  operation  of  the  market,  and  there  is  no  economic  argu- 
ment that  can  be  advanced  to  justify  the  continued  market-distorting  ban  on  exports 
of  ANS  crude.  The  market  can  and  should  dictate  where  this  oil  goes  and  the  price 
for  which  it  is  sold. 

I  urge  this  subcommittee  to  give  this  issue  careful  consideration  and  not  overlook 
the  fact  that  our  domestic  oil  industry  is  being  harmed  by  this  legislative  relic  from 
the  days  of  the  energy  crisis.  If  we  are  truly  serious  about  encouraging  domestic  pro- 
duction of  and  exploration  for  our  natural  resources,  we  would  end  this  market-dis- 
torting ban  on  the  export  of  Alaskan  oil. 


PREPARED  STATEMENT  OF  SENATOR  TED  STEVENS 

A  provision  of  the  Export  Administration  Act,  section  7,  openly  discriminates 
against  my  State. 

Under  section  7,  Alaska  is  forbidden  to  export  its  crude  oil. 

That  provision  makes  Alaska  the  only  State  forbidden  to  export  its  crude  oil. 
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In  1973,  when  Congress  approved  the  construction  of  the  Trans-Alaska  Pipeline 
System — we  call  it  TAPS — a  provision  in  the  Pipeline  Act  severely  restricted  the  ex- 
port of  the  crude  oil  that  would  be  transported  tnrough  TAPS. 

Then,  in  1979,  an  amendment  to  the  Export  Administration  Act  expressly  prohib- 
ited export  of  TAPS  crude  oil,  while — at  the  same  time — it  eased  restrictions  on  ex- 
port of  oil  produced  in  other  States. 

The  efTect  of  the  export  ban  is  to  reduce  the  market  value  of  the  crude  oil  on  the 
U.S.  West  Coast  and  increase  the  cost  of  shipping  the  oil  to  market. 

Each  day  about  1.6  million  barrels  of  Alaska  crude  are  transported  to  domestic 
markets  in  the  lower  48.  Eighty-five  percent  of  that  goes  to  the  West  Coast,  mostly 
in  California,  and  15  percent  goes  to  the  U.S.  Gulf  Coast. 

Since  the  majority  of  Alaska  crude  is  marketed  to  the  West  Coast,  it  significantly 
depresses  the  value  of  California  production. 

Oil  produced  on  the  West  Coast  is  isolated  from  other  areas  of  the  country  by  dis- 
tance and  by  the  natural  barrier  of  the  western  mountain  ranges.  It's  expensive  to 
move,  and  tnat  creates  excessive  supplies. 

The  result  is  an  artificial  crude  surplus  on  the  West  Coast.  Combined  with  the 
high  transportation  costs  forced  by  the  export  ban,  the  value  of  oil  in  Alaska  and 
California  is  depressed. 

The  depressed  price  and  increased  transportation  cost  for  Alaska  crude  discounts 
the  wellhead  value  of  the  crude  by  as  much  as  three  dollars  per  barrel. 

A  three  dollar  decrease  per  barrel  adds  up  to  a  total  loss  of  as  much  as  $400  mil- 
lion a  year  in  royalty  and  other  revenues  for  the  State  of  Alaska. 

Just  as  important,  when  crude  oil  prices  are  depressed,  there  is  little  incentive 
for  exploring  and  producing  oil  in  Alaslca  and  California — in  fact,  in  all  of  our  West- 
em  States. 

The  North  Slope  of  Alaska  contains  as  much  as  100  billion  barrels  of  oil.  But  only 
16  billion  barrels  qualify  as  proven  reserves.  Our  climate,  our  location,  and  environ- 
mental regulations  are  what  make  extraction  so  costly. 

Estimates  are  that  the  oil  export  ban  could  restrain  the  development  of  as  much 
as  10  billion  barrels  in  Alaska  and  California. 

It  could  cost  our  economy  $200  billion  to  replace  Alaska  and  California's  produc- 
tion with  foreign  oil  imports.  And  it  would  mean  the  loss  of  thousands  of  jobs. 

The  export  ban  coula  also  cost  the  Federal  Government  and  the  State  of  Alaska 
$100  billion  in  lost  royalties,  taxes,  and  other  revenues. 

The  export  ban  is  a  shortsighted  effort  to  protect  a  few  hundred  jobs — at  the  ex- 
pense of  destroying  an  industry  that  supports  those  workers. 

Pru<iioe  Bay  production  is  aeclining  at  a  rate  of  10  percent  a  year.  California  pro- 
duction is  also  on  the  decline. 

The  oil  export  ban  is  one  of  the  major  reasons  for  this  decline  in  production. 

A  three  dollar  difference  in  the  price  of  oil  makes  a  huge  difierence  when  you  cal- 
culate the  economics  of  producing  oil — especially  in  Alaska. 

It  will  take  a  concerted  efTort  by  all  those  concerned  to  work  toward  lifting  the 
ban  on  the  export  of  Alaskan  North  Slope  crude  oil,  if  we  are  to  protect  our  jobs, 
our  oil  industry,  and  our  economy. 

Most  of  the  oil  will  continue  to  be  transported  to  California  because  the  economics 
will  demand  it.  But  we  should  allow  the  export  of  any  oil  that  creates  a  crude  oil 
glut. 

The  legislative  history  of  the  Export  Administration  Act  shows  that  Congress  spe- 
cifically intended  to  discriminate  solely  against  Alaska  in  the  export  of  domestically- 
produced  crude  oil — for  the  benefit  of  other  States. 

Among  all  of  the  States,  only  Alaska  and  its  Trans-Alaska  Pipeline  crude  oil  is 
subject  to  a  per  se  ban. 

I  repeat:  The  provision  in  the  Export  Administration  Act  clearly  discriminates 
against  Alaska. 

The  total  export  ban  on  Arctic  Slope  crude  oil  is  unprecedented  in  other  oil-pro- 
ducing States. 

Whue  other  States  are  subject  to  limited  restrictions  on  exporting  oil,  only  Alaska 
is  subject  to  a  total  ban  on  exporting  its  oil. 

That  should  not  be  the  case. 


PREPARED  STATEMENT  OF  SENATOR  FRANK  H.  MURKOWSKI 

Mr.  Chairman,  I  want  to  thank  you,  Chairman  Riegle  and  Senator  D'Amato,  and 
the  Members  of  the  subcommittee  for  scheduling  this  hearing  on  an  issue  that  is 
critical  to  the  economy  of  Alaska  and  the  energy  security  of  the  United  States. 
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Mr.  Chairman,  the  21-year  ban  on  the  export  of  Alaskan  oil  is  contrary  to  the  free 
trade,  non-discrimination,  and  open  market  minciples  that  have  guided  this  admin- 
istration in  the  successful  NAFTA  and  GATT  negotiations.  It  represents  the  worst 
type  of  protectionism  that  costs  workers  jobs  in  Alaska  and  Cabfomia,  damages  our 
Nation's  energy  security,  and  contributes  to  our  international  trade  deficit. 

I  believe  that  when  the  committee  reviews  aU  of  the  economic  factors  related  to 
the  21-year  ban  on  the  export  of  Alaskan  oil,  it  will  reach  the  only  decision  that 
makes  economic  sense: — It  will  vote  to  end  the  arbitrary  discrimination  against 
Alaska's  and  California's  economy  and  allow  Alaskan  oil  to  be  freely  traded  like  any 
other  commodity. 

Discrimination  Against  Alaska 

Mr.  Chairman,  before  I  give  the  committee  an  historical  perspective  on  this  issue, 
I  want  to  emphasize  that  this  export  ban  represents  an  unjustifiable  and  unprece- 
dented discrimination  against  the  State  of  Alaska  and  the  citizens  of  my  State.  The 
export  ban  costs  the  State  hundreds  of  millions  of  dollars  a  year  in  lost  royalties 
and  hinders  the  ability  of  the  State  to  provide  social  services  and  infrastructure  that 
would  enable  the  State  to  diversify  its  economy. 

The  export  ban  restricts  the  ability  of  the  State's  most  important  and  vital  indus- 
try to  seU  its  products  in  the  global  marketplace  and  maximize  the  development  of 
other  resources  in  the  State.  This  artificial  constraint  on  the  development  of  Alas- 
ka's economy  is  fundamentally  unfair,  and  in  this  Senator's  view,  impinges  on  the 
sovereignty  of  the  State  in  a  way  that  no  other  State  has  to  endure. 

Mr.  Chairman,  I  know  of  no  other  laws  that  Congress  has  adopted  that  prevent 
the  export  of  a  particular  product  simply  because  the  product  is  manufactured  or 
mined  in  a  particular  State.  Would  it  oe  fair  to  bar  the  export  of  timber  or  paper 
products  from  forests  in  Tennessee,  but  allow  the  export  of  such  products  if  they 
came  from  forests  in  Kentucky?  Of  course  not.  But  that  is  exactly  the  type  of  dis- 
crimination that  Alaskans  are  somehow  expected  to  accept. 

Why  should  Alaskans  be  expected  to  accept  this  type  of  discrimination?  We  are 
not  talking  about  mineral  resources  located  on  Federal  lands.  We  are  not  talking 
about  special  Federal  subsidies  provided  to  developers  in  Alaska.  We  are  simplv 
talking  about  resource  development  within  the  State  of  Alaska  and  how  the  devel- 
opers of  that  resource  and  the  State  can  meiximize  their  return  from  these  invest- 
ments. 

Although  there  are  some  general  restrictions  on  oil  exports,  no  law  goes  as  far, 
and  is  as  all-encompassing  in  its  scope,  as  the  total  export  ban  on  Alaskan  oil  con- 
tained in  the  Export  Administration  Act.  I  know  you  will  ultimately  fmd  that  the 
time  has  come  for  this  economic  discrimination  against  Alaska  to  finally  end. 

An  Historical  Perspective 

Mr.  Chairman,  this  export  prohibition  is  an  artifact  left  over  from  a  time  when 
the  international  and  domestic  energy  market  was  completely  different  than  the  one 
that  exists  today.  When  the  export  ban  was  first  adopted  in  November  of  1973,  it 
came  on  the  heels  of  an  Arab  oil  embargo  and  the  first  real  flexing  of  the  power 
of  the  OPEC  cartel.  Within  barely  three  months,  the  OPEC  cartel  was  able  to  push 
up  the  world  price  of  oil  by  400  percent — from  $2.50  a  barrel  to  $10  a  barrel. 

The  U.S.  economy  was  completely  unprepared  for  the  market  chaos  brought  about 
by  OPEC.  Shortages  developed  in  every  region  of  the  country.  Two  hour  gasoline 
lines  and  local  government  rationing  were  commonplace.  And  what  Members  of  this 
committee  should  keep  in  mind  is  that  at  the  time  of  the  embargo,  the  U.S.  economy 
had  iust  emerged  from  wage  and  price  controls.  However,  domestic  oil  prices  were 
tightly  regulated  by  the  Federal  Energy  Administration,  the  predecessor  to  the  De- 
partment of  Energy. 

With  price  controls  in  effect,  domestic  crude  was  initially  selling  at  $3.89  per  bar- 
rel while  the  world  price  was  pegged  at  $10  per  barrel.  Clearly,  what  domestic  refin- 
ers sought  was  not  only  an  assured  supply  of  oU,  but  preferably  cheap,  price-regu- 
lated, domestically  produced  crude,  including  Alaskan  crude. 

Even  when  national  wage  and  price  controls  were  lifted  in  1974,  domestic  oil 
prices  remained  under  controls,  with  most  domestic  crude  selling  for  less  than  half 
the  world  price.  Throughout  the  1970's,  the  Federal  energy  agencies  constructed  a 
Byzantine  structure  of  price  controls,  mandatory  supply  allocations,  and  an  entitle- 
ments program  which  attempted  to  equalize  prices  paid  by  refiners  dependent  on 
higher  priced  foreign  crude  oil  with  the  prices  paid  by  refiners  who  used  domestic 
crude. 

Damaging  the  Californl\  Market 

Mr.  Chpirman,  it  has  been  more  than  13  years  since  domestic  oil  prices  have  been 
controlled.  Once  controls  were  lifted,  any  theoretical  justification  for  maintaining 
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the  export  ban  on  Alaskan  crude  disappeared  because  the  price  of  oU,  whether  from 
domestic  production  or  from  abroad,  is  today  determined  by  the  market,  not  by  price 
regulation,  nor  by  OPEC. 

In  1973,  many  people  believed  that  the  export  ban  would  enhance  our  Nation's 
energy  security.  Twenty-one  years  later,  it  is  clear  to  nearly  every  economist  who 
has  studied  this  issue,  that  the  export  ban,  rather  than  enhancing  energy  security, 
will  ultimately  make  America  more  dependent  on  foreign  oU. 

Today,  most  of  the  1.8  million  barrels  of  oil  that  is  shipped  from  Alaska  is  deUv- 
ered  bv  tanker  to  the  closest  domestic  markets  on  the  West  Coast,  primarily  Califor- 
nia. Tne  remainder  is  generally  shipped  to  Panama,  ofT-loaded  into  a  pipehne  and 
then  re-loaded  onto  a  tanker  and  transported  to  the  Gulf  Coast. 

The  1.3  million  barrels  of  oil  shipped  into  California  each  day  glut  the  California 
market  and  drive  the  price  of  oil  there  far  below  the  world  price.  For  example,  in 
December,  when  the  world  price  sUpped  below  $15  per  barrel,  the  wellhead  price 
of  California  oil  was  $8.75  per  barrel. 

These  glut-induced  prices  have  devastated  the  California  oil  and  gas  industry  and 
exacerbated  the  prolonged  recession  in  California.  Wells  have  been  permanently 
shut  in.  Exploration  and  development  activities  have  crawled  to  a  near  halt,  and 
eniployment  has  been  devastated. 

From  404  million  barrels  of  oil  produced  in  California  in  1983,  production  has 
dropped  below  350  million  barrels  in  1992.  Employment  in  oil  and  gas  extraction 
has  plummeted  from  40,000  to  26,000  in  barely  ten  years.  Only  35  drilling  rigs  oper- 
ate in  California  today,  a  far  cry  from  the  106  that  operated  a  decade  ago.  And  the 
number  of  wells  drilled  has  dropped  from  2,800  to  1,100. 

Mr.  Chairman,  the  single  most  effective  way  of  reversing  this  trend  and  encourag- 
ing the  renewed  exploration  and  development  of  oil  production  in  California  is  to 
lift  the  ban  on  the  export  of  Alaskan  crude  oil.  When  a  representative  of  the  General 
Accounting  Oflice  testified  before  Congress  on  this  issue  in  1990,  she  estimated  that 
if  the  ban  was  lifted,  wellhead  prices  for  Alaskan  and  CaHfomian  oil  would  rise  by 
$1  to  $2  a  barrel. 

These  price  estimates  are  consistent  with  recent  analyses  performed  by  the  Alas- 
ka Department  of  Revenue.  Our  Revenue  Department  estimates  that  lifting  the  ban 
would  raise  wellhead  prices  by  $1.10  a  barrel  for  Alaskan  and  Califomian  oil.  If  that 
happened,  Federal  Government  tax  revenues  would  increase  by  $280  million  and 
revenues  to  the  State  of  Alaska  would  rise  by  $185  million. 

More  importantly,  removing  the  ban  would  stimulate  employment  and  exploration 
activities  both  in  California  and  in  Alaska.  By  one  estimate,  California  employment 
could  increase  anywhere  from  5,500  to  15,000  jobs.  By  contrast,  if  the  export  ban 
is  retained,  one  study  suggests  that  development  of  as  much  as  10  billion  barrels 
in  Alaska  and  California  will  be  significantly  inhibited  over  the  next  several  dec- 
ades. At  current  prices,  it  would  cost  the  U.S.  economy  $200  billion  to  replace  that 
domestic  production  with  foreign  oil  imports. 

GAO,  in  its  1990  study,  confirmed  that  lifting  the  ban  on  Alaskan  crude  would 
improve  domestic  energy  security  by  encouraging  domestic  exploration  activities. 
GAO  also  found  that  if  Alaskan  crude  could  be  exported,  our  international  balance 
of  payments  would  improve  even  though  some  Alaskan  crude  would  have  to  be  re- 
placed with  imported  oil.  GAO  found  that  if  the  ban  was  lifted,  net  oil  invports 
would  decline  because  domestic  production  would  increase  and  because  refiners 
could  more  efliciently  process  imported  oil.  In  fact,  a  recent  study  performed  for  the 
California  Independent  Petroleum  Association  suggests  that  our  balance  of  pay- 
ments would  improve  by  $2.2  billion  to  $3.6  billion  ifthe  ban  were  Ufted. 

Mr.  Chairman,  if  the  export  ban  is  Ufted,  the  California  market  would  continue 
to  be  the  leading  market  for  Alaskan  crude.  However,  the  pressure  to  overload  the 
California  market  with  Alaskan  crude  would  diminish,  and  supply  and  demand 
would  fall  into  better  balance. 

The  reason  there  is  currently  so  much  pressure  to  overload  the  California  market, 
and  thereby  artificially  depress  prices,  stems  from  the  simple  fact  that  the  crude 
that  cannot  be  sold  in  California  must  be  shipped,  pipelined,  and  reshipped  to  Gulf 
Coast  ports  at  extraordinarily  high  cost. 

It  costs  more  than  $3  per  barrel  to  transport  Alaskan  crude  to  Gulf  ports  on  Jones 
Act  tankers — more  than  three  and  a  half  times  the  cost  of  transporting  oil  from  the 
Persian  Gulf.  Because  of  these  extraordinary  transport  costs,  little,  if  any,  profit  re- 
sults from  Gulf  Coast  sales. 

If  Alaskan  producers  could  ship  their  excess  production  to  their  natural  market 
in  the  Far  East,  instead  of  shipping  to  the  Gulf,  they  could  save  from  $1.25  to  $2.40 
for  each  barrel  shipped.  For  the  State  of  Alaska  that  could  mean  more  than  $300 
million  in  additional  royalty  payments  that  could  be  used  by  the  State  to  help  close 
its  current  $600  million  budget  deficit. 
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For  oil  producers  in  Alaska,  the  world  market  prices  they  would  receive  from  such 
exports  would  provide  a  powerful  incentive  to  enhance  oil  recovery  projects  and 
thereby  lengthen  the  life  of  existing  fields  in  Alaska.  And  that  wiU  ensure  the  con- 
tinued flow  of  oil  into  California  for  years  to  come. 

Consumer  and  Maritime  SENsmviTiES 

Mr.  Chairman,  as  all  of  you  know,  the  issue  of  exporting  Alaskan  oil  today  has 
less  to  do  with  issues  relating  to  energy  security  and  more  to  do  with  the  economic 
health  of  the  American-flag  merchant  marine.  I  am  sympathetic  to  the  national  se- 
curity necessity  of  maintaining  a  strong  American-flag  merchant  marine. 

Yet  that  issue  is  more  appropriately  addressed  in  the  context  of  national  security 
strategy,  not  energy  strategy.  Quite  simply,  the  citizens  of  Alaska,  and  the  citizens 
of  CaUfomia  should  not  have  to  bear  the  lion's  share  of  the  costs  for  our  merchant 
marine.  Yet  that  is  precisely  the  effect  of  maintaining  this  export  ban.  This  is  a  dou- 
ble penalty  that  is  fundamentally  unfair  and  inequitable. 

If  we  want  to  subsidize  the  American  merchant  marine,  I  would  suggest  that  we 
could  find  far  more  efiicient  ways  of  providing  such  subsidies.  We  should  not  have 
to  ask  Alaskan  and  Califomian  oil  workers  to  give  up  their  jobs  in  order  for  the 
United  States  to  maintain  a  merchant  marine.  If  it  is  in  the  national  interest  to 
preserve  the  merchant  marine,  then  the  citizens  of  all  50  States,  not  just  two  States, 
should  share  in  the  costs  of  preserving  the  fleet. 

Another  issue  that  concerns  many  in  California  is  whether  lifting  the  ban  would 
significantly  increase  prices  paid  for  gasoline  by  consumers  in  the  State.  From  the 
available  evidence,  prices  would  rise  little,  if  at  all. 

I  would  note  for  example,  that  despite  the  fact  that  wellhead  prices  in  CaUfomia 
are  far  lower  than  world  oil  prices,  the  refinery  price  for  gasoline  in  California  is 
actually  higher  than  in  other  parts  of  the  country.  February  refinery  postings  in  San 
Francisco  for  unleaded  regular  gasoline  was  52.8  cents  a  gallon.  That's  nearly  four 
cents  a  gallon  more  than  the  refinery  price  for  gasoline  in  Houston,  three  cents  more 
than  in  Baltimore,  and  two  cents  more  a  gallon  than  in  Seattle  or  Portland. 

I  know  there  are  many  factors  which  affect  the  refinery  price  of  gasoline.  How- 
ever, it  appears  that  California  refiners,  not  California  consumers  are  the  real  bene- 
ficiaries of  this  glutted  market.  Furthermore,  in  its  1990  study,  GAO  indicated  that 
if  the  export  ban  was  lifted,  California  refiners  could  mitigate  price  increases  by 
purchasing  more  foreign  light  crude  oils  which  are  more  ideally  suited  for  the  pro- 
duction of  gasoline  than  Alaskan  crude. 

Conclusion 

Mr.  Chairman,  the  ban  on  the  export  of  Alaskan  crude  is  neither  enhancing  our 
energy  security  nor  improving  the  economy  of  my  State  or  the  State  of  California. 
This  last  vestige  of  the  ill-conceived  domestic  oil  price  control  program  of  the  1970's 
should  have  long  ago  been  abandoned.  It  is  bad  economics,  it  is  an  inefficient  sub- 
sidy program,  and  it  cannot  be  justified  on  security  or  energy  policy  grounds. 

If  Congress  lifts  the  ban,  the  economy  of  Alaska  will  improve.  The  economy  of 
California  will  improve.  And  our  Nation's  economic  and  energy  security  will  be  en- 
hanced. 


PREPARED  STATEMENT  OF  BARREL  J.  REXWINKEL 

Commissioner  of  Revenue  for  the  State  of  Alaska 

Mr.  Chairman,  Members  of  the  committee,  thank  you  for  allowing  me  the  time 
to  testify  on  this  most  important  matter.  My  name  is  Barrel  Rexwinkel.  I  am  the 
Commissioner  of  Revenue  for  the  State  of  Alaska.  I  am  here  today  to  ask  that  the 
ban  on  exporting  Alaskan  North  Slope  crude  oil  not  be  included  in  the  reauthoriza- 
tion of  the  Export  Administration  Act. 

The  Statehood  Act  for  Alaska  granted  the  State  over  103  million  acres  of  land  and 
90  percent  of  Federal  royalties  earned  from  the  extraction  of  resources.  This  was 
done  for  the  express  purpose  of  providing  a  resource  revenue  base  for  the  State  so 
that  Alaska  could  be  self-sustaining. 

The  production  and  sale  of  all  Alaskan  resources  has  been  crucial  to  our  evolution 
as  a  viable  State  government.  Restricting  the  market  for  oil  produced  on  Alaska's 
North  Slope  has  for  the  last  seventeen  years  resulted  in  an  undervaluation  of  Alas- 
kan production  by  well  over  $20  billion. 

Today,  inflation  adjusted  oil  prices  are  lower  than  they  were  prior  to  the  1973 
Arab  oil  embargo.  Alaska  produces  20  percent  of  America's  oil  and  faces  its  sixth 
straight  year  of  declining  production.  Production  in  other  parts  of  the  U.S.  also  con- 
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tinues  to  decline.  The  result  is  ever  increasing  oil  imports  and  economic  vulner- 
ability. 

The  irony  of  the  current  situation  is  that  the  ban  hinders  development  of  domestic 
oil  reserves.  Lifting  the  export  ban  would  raise  wellhead  production  values  in  Alas- 
ka and  CaUfomia,  providing  commercial  incentives  to  explore  for  and  develop  oil  re- 
serves. 

If  U.S.  production  is  to  increase,  development  of  domestic  oil  reserves  must  be  in- 
creased. This  can  be  done  only  through  exploration  or  through  more  intensive  devel- 
opment of  existing  reserves.  Increasing  domestic  recoverable  reserves  is  both  a  short 
and  long  term  solution  to  diversifying  America's  energy  needs. 

In  Alaska  we  have  billions  of  barrels  of  oil  which  are  not  currently  economic  to 
produce.  Any  action  which  would  enhance  the  value  in  the  field  of  these  barrels 
would  make  their  development  more  likely  to  occur. 

Removing  the  market  interference  that  the  ban  creates  would  raise  wellhead  val- 
ues for  both  Alaskan  and  Califomian  oil  for  two  reasons.  First,  the  high  cost  of  ship- 
ping oil  in  excess  of  West  Coast  refining  requirements  to  eastern  U.S.  destinations 
would  be  avoided.  Second,  free  market  forces  would  allow  the  price  of  both  Alaskan 
North  Slope  and  Califomian  oil  to  rise  to  world  levels.  Refiners  on  the  West  Coast 
would  have  to  pay  the  same  for  Alaskan  oil  as  refiners  on  the  Gulf  Coast  currently 
pay  for  similar  quality  oU. 

Increased  exploration  and  development  not  only  increases  production  of  oil  but 
also  provides  joos  to  a  declining  U.S.  petroleum  industry.  Not  only  jobs  in  the  Alas- 
ka and  California  oil  fields  but  in  all  regions  of  the  United  States  where  the  prod- 
ucts and  services  which  support  oU  development  occur. 

Economic  interests  rather  than  security  interests  are  at  the  heart  of  the  continu- 
ing export  ban  issue.  The  ban  was  put  in  place  at  a  time  when  there  was  a  general 
piiblic  perception  of  both  global  and  domestic  oil  scarcity.  Times  have  changed  since 
the  ban  was  put  in  place.  Rather  than  a  shortage,  the  market  is  concerned  with  a 
prolonged  glut  of  oil. 

History  has  shown  that  the  glut  of  crude  oil  created  by  the  ban  has  few  if  any 
benefits  to  consumers.  The  price  of  gasoline  on  the  West  Coast  is  nearly  the  same 
as  it  is  anywhere  else  in  the  country. 

The  maritime  industry  is  already  witnessing  the  reduced  need  for  tankers  to  move 
Alaskan  oil  to  market  as  production  on  Alaska's  North  Slope  declines.  Unless  condi- 
tions change  this  trend  will  accelerate  in  the  future.  A  balanced  approach  to  lifting 
the  export  Dan  could  accommodate  all  interests. 

I  suggest  that  everyone  involved  in  oU  production,  transportation,  and  consump- 
tion in  the  United  States  has  an  economic  interest  in  encouraging  Alaskan  and  Cali- 
fomian oil  production.  Allowing  the  export  of  Alaskan  North  Slope  crude  oil  would 
be  a  logical  step  in  that  direction. 

Mr.  Chairman,  Members  of  the  committee,  thank  you  for  allowing  me  to  speak 
with  you  today  and  once  again  I  urge  you  not  to  include  the  ban  on  Alaskan  North 
Slope  crude  oil  exports  in  the  reauthorization  of  the  Export  Administration  Act. 


PREPARED  STATEMENT  OF  PHILIP  RYALL 
President  of  Stockdale  Oil  &  Gas,  Inc. 

on  behalf  of  the 
California  Independent  Petroleum  Association 

Honorable  Senators,  my  name  is  Philip  Ryall.  I  am  a  petroleum  geologist  with  33 
years  experience  in  the  oil  and  gas  industry.  I  was  employed  for  10  years  as  a  petro- 
leum geologist  for  Shell  Oil  Company  in  California,  then  10  years  as  a  consultant 
and  about  13  years  now  as  an  independent  oU  and  gas  producer  in  California. 

Yours  must  be  a  difficult  task  to  decide  from  many  testimonies  of  so  called  experts 
on  issues,  such  as  the  ban  on  export  of  Alaskan  crude  oil,  that  effect  whole  econo- 
mies and  the  lives  of  our  citizens.  Therefore,  I  plead  that  you  listen  to  the  voices 
of  reason,  not  fear  nor  greed,  but  to  consider  the  base  concepts  of  a  free  and  open 
society  and  marketplace. 

The  ban  on  export  of  Alaskan  crude  oil,  or  for  that  matter  any  trade  restriction, 
creates  a  false  market.  This  has  caused  a  reduced  value  for  California  crude  oil, 
fewer  jobs,  and  less  taxes  and  incentives  for  developing  new  reserves  and  this  is  a 
fact.  You  will  hear  all  the  arguments  on  both  sides  about  the  number  of  jobs  lost, 
the  loss  of  income  to  individuals  and  States  as  well  as  the  Federal  Government,  and 
the  concept  on  the  oil  side  that  we  could  increase  oil  reserves  and  extend  the  life 
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of  our  business.  However,  the  only  way  to  discover  the  truth  is  to  allow  the  export 
of  Alaskan  crude  oil  to  take  place. 

What  usually  happens,  in  my  experience,  is  something  between  the  predictions  on 
both  sides.  In  other  words,  there  will  probably  be  some  increase  in  oil  prices,  very 
little  in  product  prices,  more  oil  found,  and  certainly  more  oil  industry  jobs,  but  a 
lot  of  Alaskan  crude  will  still  be  available  to  CaUfomia  refiners.  California  imports 
half  of  its  two  million  barrels  a  day  of  consumption  now. 

Let  me  give  you  a  personal  example  of  the  effects  of  low  oil  prices  on  my  company. 
I  formed  Stockdale  Oil  &  Gas  in  1987  with  a  financial  partner  (my  other  small  pro- 
ducing company  had  been  devastated  by  the  1986  crude  oil  price  crash).  We  targeted 
acquisition  of  producing  properties  in  Kern  County  with  overlooked  potential  re- 
serves. We  have  spent  six  years  producing  small  amounts  of  oil  while  acquiring  ad- 
joining properties  and  evaluating  these  for  development. 

We  have  now  determined  that  there  are  10  million  barrels  of  recoverable  heavy 
oil  on  one  property  with  30  million  barrels  or  more  of  medium  gravity  oil  and  gas 
on  another  property.  These  properties  cannot  be  developed  under  the  current  oil 
price  and  any  price  increase  for  the  long  term  would  certainly  help  us  to  bring  about 
these  developments. 

This  demonstrates  two  things  about  California  crude  oil.  One,  is  that  not  all  our 
barrels  are  "bad"  heavy  crude.  There  are  a  lot  of  light  barrels  to  develop  also!  The 
lighter  barrels  suffer  the  same  depressed  oil  price  as  heavy  crude,  four  to  six  dollars 
a  barrel  less  the  WTI  jwstings!  We  think  that  the  main  reason  for  this  differential 
is  the  forced  import  of  cheap  Alaskan  crude  oil  into  California.  Two,  industry  studies 
generally  gave  us  these  conclusions  about  what  would  happen  if  the  ban  were  Ufled: 

1.  Increase  the  price  of  crude  oil  about  $2.50  per  barrel  or  about  the  equivalent 
of  a  fair  market  price  the  producers  in  the  rest  of  the  U.S.  are  getting  now. 

2.  The  Camoy  Study  also  says  that  opening  this  market  to  export  some  Alaskan 
crude  to  Japan  will  serve  as  a  significant  bargaining  chip  with  the  Japanese  and 
could  lead  to  further  opening  of  other  markets  with  significant  trade  gains.  Net  ex- 
port earnings  are  potentially  between  2.7  and  4.3  billion  dollars. 

3.  Increased  reserve  development  on  the  West  Coast  would  mean  significant  in- 
creased royalties  and  revenues  to  the  Federal  Government,  California  and  Alaska. 
Camoy  estimates  yearly  revenues  to  the  Federal  Government  will  increase  over  one 
billion  dollars,  those  to  Alaska,  about  600  million  dollars  and  to  California,  about 
170  million  dollars.  Total  job  gains  at  9,000  direct  jobs,  minimum. 

4.  Two-thirds  of  current  ANS  oil  will  continue  to  flow  to  the  West  Coast  mitigat- 
ing the  maritime  employment  impact,  which  is  estimated  at  400  jobs  lost.  Some  re- 
strictions on  shipping  could  remain  and  revenues  and  benefits  from  ANS  develop- 
ment are  so  significant  that  losses  can  be  fuUy  mitigated. 

In  closing  let  me  say  this,  I  was  bom  in  Yakima,  Washington,  and  my  father  was 
in  the  apple  business  and  I  wonder  what  would  happen  if  Washington  State  could 
not  export  apples. 

Producers  would  go  out  of  business.  Packing  sheds  (refiners)  would  close,  people 
would  lose  jobs,  and  fewer  taxes  would  be  paid. 

Additional  Comments 

Due  to  the  misunderstandings  on  both  sides  of  the  export  issue,  I  plead  that  this 
committee  await  the  study  and  recommendations  made  by  the  Department  of  En- 
ergy due  out  in  April  of  1994. 

Tosco  Refinery  is  worried  about  a  supply  of  crude  oil  for  their  California  refinery. 
Therefore,  they  should  want  to  have  Alaska  be  able  to  export  "surplus"  crude  to 
open  markets  overseas  so  as  to  encourage  further  exploration  and  development  of 
oil  in  Alaska  and  California,  therefore,  securing  a  longer  term  supply  of  crude  oil. 

ANS  crude  oil  may  be  cheaper  and  easier  to  refine  than  most  of  the  California 
crude  for  Tosco,  but  where  has  the  public  or  other  customers  benefited  from  this. 
Refiners  "profit"  margins  are  highest  on  the  West  Coast  and  yet  gasoline  at  the 
"pump"  is  the  same  as  in  other  areas  of  the  United  States  and  in  fact  over  the  last 
several  months  of  lower  crude  oil  prices,  "pump"  prices  have  not  declined  in  Califor- 
nia or  elsewhere  on  the  West  Coast. 

Crude  oil  production  in  California  and  Alaska  is  on  a  rapid  decline  and  we  need 
to  drill  replacement  wells  to  shore  up  production.  Due  to  the  differential  in  crude 
oil  prices  between  the  West  Coast  and  other  areas  and  also  due  to  the  low  world 
oil  price,  the  West  Coast  industry  does  not  have  available  capital  to  replace  its  pro- 
duction. 

What  will  the  U.S.  tankers  carry  when  there  is  no  more  Alaskan  oil  to  tanker? 
In  fact  they  have  lost  volume  in  the  last  several  years.  If  we  had  a  "world  oil  price" 
on  the  West  Coast,  we  would  be  able  to  slow  or  even  reverse  this  decline. 
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More  crude  will  be  available  to  the  West  Coast  refiners  and  shippers  in  the  long 
run  if  we  allow  export  of  ANS  crude  and  further  develop  onshore  Califomian  and 
Alaskan  crude  oil.  With  fewer  tankers  traversing  the  coastline  between  Alaskan  and 
other  U.S.  ports,  there  will  be  less  risk  of  tanker  spills  onto  the  shoreline.  Therefore, 
the  environmental  issue  should  be  neutralized  by  fewer  longshore  tanker  trips.  Pipe- 
line transported  crude  from  onshore  production  in  California  to  its  own  refineries 
is  the  most  secure  and  environmentally  safe  source! 

California  independent  oil  producers  do  not  suffer  a  California  market  access 
problem  now  and  our  crude  oil  makes  all  of  the  products  that  ANS  crude  can  be 
used  for.  Most  California  refiners  have  adjusted  to  the  use  of  larger  quantities  of 
heavy  crude  and  in  fact  our  crude  oil  is  especially  valued  for  making  specialty  lubri- 
cating and  blending  oil  for  plastics,  etc.,  some  of  which  is  exported  to  be  used  in 
other  countries.  A  small  amount  of  California  crude  oil  is  now  allowed  to  be  ex- 
ported, but  it  is  generally  not,  dlie  to  a  lack  of  overseas  maricets  and  transportation 
costs. 

If  Alaskan  North  Slope  crude  oil  is  allowed  to  be  exported  to  other  countries  most 
of  it  will  still  find  markets  on  the  West  Coast  and  only  the  excess  that  is  now 
shipped  to  the  Gulf  or  other  expensive  destinations  will  probably  be  shipped  instead 
to  the  cheaper  tanking  destinations  of  Japan  and  other  Far  East  ports. 

All  that  we  are  asking  for  is  a  free  market  disposition  for  Alaskan  North  Slope 
crude  and  for  Alaskan  and  Califomian  producers  to  get  a  fair  world  price  for  our 
crude  oil. 

Thank  you  sincerely. 


PREPARED  STATEMENT  OF  RAN  HETTENA 
President,  OSG  Bulk  Ships,  Inc. 

on  behalf  of  the 
Coalition  to  Keep  Alaska  Oil 

I  appear  today  on  behalf  of  the  Coalition  to  Keep  Alaska  Oil,  which  supports  long- 
standing national  policy  embodied  in  section  7(d)  of  the  Export  Administration  Act. 
As  shown  in  the  membership  list  attached  to  my  statement,  the  Coalition  represents 
maritime  labor  unions,  tanker  operators,  refiners,  shipbuilders,  environmental 
groups,  and  others  committed  to  enhancing  our  national  energy  security.  My  com- 
pany owns  and  operates  a  substantial  American-flag  fleet,  built  in  U.S.  shipyards 
at  a  cost  of  approximately  $400  million  over  the  past  two  decades  on  the  assumption 
that  Congress  would  maintain  the  restrictions  on  Alaskan  oil  exports  that  were  a 
fundamental  condition  of  opening  the  North  Slope  for  production. 

The  Coalition  urges  you  to  reafilrm  this  long-standing  policy  by  extending  the  ex- 
port restrictions  indefinitely,  as  proposed  by  Senators  Patty  Murray  and  Mark  Hat- 
field in  S.  1265.  We  are  pleased  that  the  administration  itself  included  the  current 
restrictions  in  its  proposed  reauthorization  bill,  and  that  your  House  colleagues  have 
marked  up  legislation  that  would  extend  the  restrictions.  But  we  remain  concerned 
because  the  administration  also  has  indicated  it  "has  this  provision  under  review 
and  may  propose  changes  in  it  later  this  year." 

Two  decades  ago.  Congress  set  the  policy  of  reserving  ANS  production  for  domes- 
tic consumption.  An  efficient  transportation  infrastructure  was  created  at  great  ex- 
pense in  reliance  on  that  policy.  Having  served  the  Nation  well,  the  policy  should 
not  be  disturbed  in  the  middle  of  the  game.  To  eliminate  further  uncertainty  and 
to  settle  the  matter  with  some  finality,  section  7(d)  should  now  be  extended  indefi- 
nitely. 

Since  they  were  put  in  place,  the  ANS  export  restrictions  have  encouraged  sub- 
stantial investments  in  an  efficient  transportation  infrastructure  to  move  ANS  crude 
to  domestic  markets;  helped  preserve  a  domestic  merchant  marine  necessary  to  sup- 
ply the  essential  petroleum  requirements  of  the  domestic  economy  and  to  support 
military  operations  should  a  crisis  occur;  saved  West  Coast  consumers  substantial 
sums  at  the  pump;  and  promoted  U.S.  national  energy  security  by  reducing  our  reli- 
ance on  the  Middle  East  as  a  source  of  supply. 

Nonetheless,  the  State  of  Alaska  has  long  sought  to  eliminate  all  restrictions  on 
ANS  exports,  going  so  far  as  to  challenge  trie  constitutionality  of  section  7(d)  even 
though  the  export  ban  was  a  fundamental  condition  of  opening  the  North  Slope  for 
production.  In  throwing  out  the  State's  lawsuit  just  two  weeks  ago,  the  Federal  Dis- 
trict Court  held  that  Congress  had  broad  authority  to  ban  exports  in  the  interest 
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of  national  energy  security.  Just  as  Congress  first  concluded  in  1973,  there  can  be 
little  doubt  today  that  ANS  exports  would  undermine  national  energy  security. 

As  you  will  hear  today,  California  independent  oil  producers  have  joined  the  State 
of  Alaska's  efforts  to  lilt  the  export  ban.  We  understand  the  State's  interest  in  ex- 
ports; the  independent  producers'  position  is  not  as  easy  to  understand.  We  certainly 
sympathize  with  them  in  their  inability  to  find  buyers  for  their  heavy  crude,  to  in- 
crease production,  and  to  rehire  the  skilled  workers  and  engineers  they  have  been 
forced  to  let  go  in  recent  years.  It  is  somewhat  ironic,  however,  that  if  their  proposal 
is  adopted  the  main  sufferer  will  be  the  independent  American-flag  tanker  fleet, 
forcing  offsetting  job  losses  among  skilled  merchant  mariners  and  shipyard  workers. 

We  do  not  beUeve  North  Slope  exports  will  solve  the  producers'  problems,  which 
are  primarily  a  function  of  the  California  crude's  unattractive  physical  characteris- 
tics, high  cost  of  production,  and  local  transportation  factors.  Moreover,  any  poten- 
tial benefits  that  might  be  realized  from  such  exports  will  be  considerably  out- 
weighed by  the  substantial,  clearly  identifiable  costs  of  exports  to  the  Nation  as  a 
whole. 

In  our  view,  ANS  exports: 

•  Would  further  increase  U.S.  dependence  on  the  Middle  East  at  a  time  when  our 
reliance  on  imported  crude  oil  and  refined  products  has  just  reached  an  all-time 

high; 

•  Would  lead  to  the  scrapping  or  sale  to  foreigners  of  the  independent  domestic 
tanker  fleet,  a  development  that  will  weaken  national  security; 

•  Would  cause  significant  job  losses  in  the  maritime  and  related  shipyard  and  ship 
supply  industries  on  the  West  Coast; 

•  Would  raise  energy  prices  in  Washington,  Oregon,  and  California,  just  when  the 
State  of  California  in  particular  is  coming  out  of  its  worst  recession  in  years,  a 
recovery  stimulated  in  part  by  low  energy  prices; 

•  Would  increase  pressure  for  California  off-shore  oil  production;  and 

•  Would  cause  significant  Federal  revenue  losses,  including  defaults  on  Federally 
guaranteed  Title  XI  tanker  loans,  as  well  as  tax  losses,  and  would  increase  the 
trade  deficit  as  more  expensive  imports  are  drawn  in. 

The  Coalition  has  a  study  underway  to  quantify  these  anticipated  losses,  the  re- 
sults of  which  we  shall  share  with  the  committee  when  available  in  April. 

Export  proponents  tend  to  downplay  the  significance  of  these  costs  to  the  Nation, 
focusing  instead  on  the  supposed  benefits  of  a  production  increase  from  anticipated 
increased  wellhead  prices.  In  a  1988  report,  for  example,  Arlon  R.  Tussing  predicted 
that  "[i]f  the  depressing  impact  of  the  export  ban  is  removed  .  .  .  North  Slope  pro- 
duction is  likely  to  reach  aoout  2.2  million  barrels  per  day  .  .  .  and  remain  near 
that  level  until  at  least  the  mid-1990's."  In  fact,  it  reached  that  level  without  ex- 
ports, and  its  decline  since  then  is  conseauent  on  depletion,  not  price.  More  recently, 
a  study  prepared  for  the  California  Inaependent  Producers  Association  predicted 
production  would  increase  by  100,000-200,000  barrels  per  day  in  California  and 
300,000  barrels  per  day  in  Alaska  with  a  $2.50  price  increase  per  barrel.  This  pre- 
diction is  evidently  not  accepted  by  the  Alaska  Department  of  Revenue,  which  in 
its  Fall  1993  review  of  high  and  low  price  and  proauction  scenarios  indicated  that 
an  increase  of  $3.75  per  barrel  in  the  year  1996  would  yield  zero  increase  in  produc- 
tion, and  that  in  subsequent  years  price  increases  as  high  as  $16  per  barrel  would 
merely  slow  the  decUne  in  production.  Nor  is  it  the  judgment  of  independent  refin- 
ers, such  as  Tosco  Refining  Company,  which  is  testifjang  today. 

Our  own  judgment  is  that  the  wellhead  price  increase  in  Alaska  resulting  from 
exports  would  be  too  small  to  encourage  the  extraordinary  production  response  pro- 
ponents predict — either  in  Alaska  or  in  California.  The  California  price  of  North 
Slope  crude  would  likely  rise  to  the  level  of  imported  oil  of  comparable  quality  from 
the  Middle  East,  or  at  most  about  one  dollar  per  barrel.  Since  California  heavy 
crude  has  been  exportable,  it  may  be  considered  already  to  be  selling  at  the  world 
price,  and  thus  we  do  not  anticipate  any  price  appreciation  for  California  producers. 
Whatever  price  changes  occur  in  either  Alaska  or  California  wiU  therefore  be  of  lit- 
tle significance,  particularly  when  compared  with  the  wide  price  swings  in  the  oil 
markets. 

In  short,  we  do  not  anticipate  a  wellhead  price  increase  sufficient  to  spur  addi- 
tional production  in  either  Alaska  or  California.  Without  a  substantial  production 
response,  the  predicted  benefits  of  exports  would  not  materialize. 

A  special  word  should  be  addressed  to  the  problem  of  independent  producers.  As 
confirmed  in  the  amicus  curiae  brief  filed  by  the  California  Lidependent  Producers 
Association  in  the  Alaskan  oil  export  litigation,  their  problems  are  structural.  For 
years,  for  example,  independent  producers  have  been  denied  access  to  crude  pipe- 
lines that  were  not  common  carriers.  Unable  to  move  their  crude  to  market  at  com- 
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petitive  transportation  rates,  they  naturally  were  unable  to  get  what  they  consid- 
ered an  acceptable  price.  This  had  nothing  to  do  with  the  expxjrt  prohibition.  The 
pipeline  access  problem  seems  to  be  headed  toward  resolution,  but  there  are  other 
structural  problems  that  also  cannot  be  solved  with  ANS  exports. 

In  its  brief,  CIPA  identifies  many  of  the  reasons  California  heavy  crude  is 
disfavored  in  the  market.  It  states,  for  example,  that  "because  of  its  physical  prop- 
erties, especially  its  unsuitability  to  production  of  lighter,  more  valued  petroleum 
products  and  the  attendant  expensive  investment  in  processing  capability,  Califor- 
nia crude  oil  sells  at  a  significant  discount  to  other,  lighter,  'sweeter'  crude  oils." 
(North  Slope  crude  is  one  such  lighter,  sweeter  crude.)  This  is  a  particularly  signifi- 
cant problem  in  a  State  dependent  on  the  automobile  for  transportation  and  one  in 
which  the  environmental  authorities  seem  disposed  against  the  construction  of  new 
refineries  or  the  refitting  of  existing  ones  to  process  heavy  crude  even  if  attractively 
priced.  The  brief  further  states  that  "California  heavy  crude  oil  is  also  characteris- 
tically very  costly  to  extract,  generally  requiring  steam  or  natural  gas  injection." 
Moreover,  it  indicates  that  "the  physical  properties  of  heavy  crude  oil  are  them- 
selves an  obstacle  to  efficient  transportation  to  market."  Thus,  "California  heavy 
crude  oil  cannot  be  transported  on  an  unheated  pipeline  unless  it  is  combined  with 
and  diluted  by  lighter-weight  crude  oil." 

None  of  these  difficulties  are  related  to  exports,  which  are  in  any  case  permitted 
for  California  heavy  crude  oil,  and  indeed  recently  have  occurred. 

We  do  not  see  how  permitting  ANS  exports  will  make  CaUfomia  heavy  crude  any 
more  attractive  financially  or  physically  to  in-State  refineries.  The  problems  faced 
by  independent  producers  seem  more  fundamental  than  those  that  can  be  solved 
with  exports.  But  the  harm  that  would  flow  from  exports  is  aU  too  clear. 

In  announcing  its  domestic  oil  and  gas  initiative,  the  Department  of  Energy  indi- 
cated a  particular  interest  in  the  likely  consequences  of  exports  on  employment  in 
the  Jones  Act  fleet.  In  a  word,  they  would  be  devastating. 

Although  often  misunderstood,  the  Jones  Act  tanker  fleet  costs  neither  the  Treas- 
ury nor  the  public  a  single  penny  in  excess  expenditure.  The  private  commercial 
market  bears  the  whole  cost  of  building  and  maintaining  this  fleet.  Substantial  in- 
vestments were  made  in  the  1970's  in  particular  with  the  expectation  that  Govern- 
ment policy  with  respect  to  exports  would  remain  stable. 

The  American  tanker  fleet  has,  however,  sharply  declined  as  the  combined  result 
of  (a)  decreasing  North  Slope  crude  production,  (b)  other  commercial  factors,  and  (c) 
the  administrative  policies  of  past  administrations.  The  North  Slope  production  de- 
cline has  accelerated  the  disappearance  of  the  long-haul  trade  to  the  U.S.  Gulf, 
which  uses  three  times  as  much  tonnage  to  lift  an  equivalent  amount  of  cargo  as 
the  short-haul  trade  to  the  West  Coast.  And  if  permitted,  ANS  exports  would  cause 
severe  damage.  Independent  tankers  would  be  the  first  to  go,  forcing  scrapping  of 
the  fleet  or  its  sale  to  foreigners.  With  them  would  go  as  well  the  jobs  of  crew- 
members.  Furthermore,  our  Nation  would  lose  jobs  in  shipbuilding  and  ship  repair, 
jobs  which  are  important  to  the  West  Coast  economy  and  to  our  defense  industrial 
case. 

At  present,  roughly  2,000-2,500  merchant  mariners  depend  on  the  ANS  trade  for 
employment.  As  the  Department  of  Commerce  found  in  its  1986  report,  "[ajllowing 
exports  ...  is  likely  to  cause  U.S.  maritime  employment  to  decline  substantially. ' 
The  Department  also  found  that  "[d]isplaced  seafarers  would  have  difiiculty  finding 
work  in  other  types  of  domestic  shipping  since  employment  opportunities  in  the  U.S. 
shipping  industry  at  large  are  poor. ' 

In  the  first  quarter  of  this  year,  44  tankers  of  about  5  million  deadwei^t  tons 
have  been  engaged  in  moving  ANS  crude  to  domestic  markets.  These  tankers  rep- 
resent two  thircls  of  the  capacity  of  the  entire  Jones  Act  fleet.  For  many  companies 
like  mine,  this  is  the  principal  business  in  which  their  Jones  Act  vessels  are  en- 
gaged. The  loss  of  this  market  thus  would  have  severe  financial  and  employment 
ramifications,  not  just  for  tanker  companies  and  West  Coast  shipyards,  but  for  mer- 
chant seamen  and  shipyard  workers  as  well. 

In  short,  the  export  of  Alaskan  oil  would  lead  to  the  scrapping  or  sale  to  foreign- 
ers of  the  independent  tanker  fleet,  would  increase  consumer  prices  in  Washington, 
Oregon,  and  California,  and  would  undermine  national  energy  security  without  sig- 
nificantly advancing  the  goal  of  improving  the  market  for  California  heavy  crude. 
Only  the  State  of  Alaska  and  a  few  major  oil  producers  would  gain. 

Congress  set  the  policy  of  reserving  ANS  production  for  domestic  consumption  two 
decades  ago  as  a  fundamental  part  of  the  bargain  that  permitted  construction  of  the 
pipeline.  An  efficient  transportation  infrastructure  was  created  at  great  expense  in 
reliance  on  that  policy.  Having  served  the  Nation  well,  the  policy  should  not  be 
scrapped.  In  fact,  it  should  now  be  extended  indefinitely. 
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PREPARED  STATEMENT  OF  PETER  A.  SUTTON 
Senior  Vice  President  of  Tosco  Refining  Company 

My  name  is  Peter  A.  Sutton.  I  am  Senior  Vice  President  of  Tosco  Refining  Com- 
pany and  am  responsible  for  Tosco's  West  Coast  supply  and  marketing  activities. 
I  appreciate  the  opportunity  to  appear  today  in  support  of  the  long-standing  restric- 
tions against  exportation  of  Alaskan  North  Slope  ("ANS")  crude  oil. 

Tosco  is  one  of  the  largest  independent  petroleum  refiners  in  the  Nation  and  the 
largest  on  the  West  Coast.  As  an  independent  refiner,  we  have  no  proprietary  crude 
oil  production  and  must  purchase  all  of  our  crude  oil  requirements  on  the  open  mar- 
ket. 

Our  company  is  a  leading  supplier  to  independent  gasoline  marketers  and  jobbers, 
which  provide  consumers  with  their  only  competitive  alternative  to  the  major  inte- 
grated oil  companies.  A  secure  source  of  domestic,  short-haul  competitively  priced 
ANS  crude  oil  is  essential  to  maintain  the  competitive  viability  of  Tosco  and  its 
independent  customers. 

The  West  Coast  refining  industry  is  the  most  efficient  refining  system  in  the  Unit- 
ed States.  The  industry  takes  the  lowest  quality  crude  oil,  refines  it  into  the  highest 
percentage  of  gasoline  to  supply  the  largest  gasoline  market  in  the  world  while  sat- 
isfying the  strictest  gasoline  specifications  in  the  world.  Lifting  the  ban  of  ANS  ex- 
ports would  disrupt  this  efficient  system. 

I.  Removal  of  the  Export  Rectrictions  Would  Undermine  the  Efficiency  of 
West  Coast  Refiners  and  Increase  Consumer  Prices  for  Gasoline  and 
Other  Refined  Products 

ANS  oil  accounts  for  about  half  of  the  crude  oil  used  in  California  and  over  80 
percent  of  the  crude  oil  used  in  the  State  of  Washington.  Foreign  crude  oil  imported 
to  replace  exported  ANS  oil  would  be  higher-priced,  from  less  secure  and  more  dis- 
tant sources,  and  less  suitable  for  processing  in  West  Coast  refineries.  Furthermore, 
existing  refining  configurations  and  strict  West  Coast  gasoline  specifications  result 
in  limited  ability  to  substitute  foreign  crude  oils. 

The  stability  of  ANS  crude  oil  supply  is  particularly  important  as  West  Coast  re- 
finers undertake  the  huge  capital  investments  required  to  manufacture  reformu- 
lated gasoline.  Refiners  have  been  planning  for  years  to  produce  clean  fuels  from 
a  crude  slate  which  includes  ANS  oil.  Disrupting  the  supply  or  price  of  ANS  oil  at 
this  late  stage  would  add  further  uncertainty  to  the  process  of  converting  to  refor- 
mulated gasoline. 

Tosco  is  the  largest  independent  refiner-purchaser  of  ANS  crude  oil.  Our  Califor- 
nia refinery  in  the  San  Francisco  Bay  area  and  our  Washington  refinery  in  the 
Puget  Sound  area  process  a  total  of  approximately  180,000  barrels  per  day  of  ANS 
crude  oil,  which  constitutes  more  than  10  percent  of  total  ANS  production.  ANS 
crude  oil  supplies  more  than  70  percent  of  our  feedstock  requirements  on  the  West 
Coast. 

Tosco's  refineries  include  equipment  which  efficiently  converts  ANS  crude  oil  into 
gasoline  and  other  light  products  demanded  by  the  West  Coast  market.  For  exam- 
ple, 90  percent  of  the  output  from  our  California  refinery  consists  of  gasoline  and 
diesel  fuel.  Our  refining  equipment  was  installed  at  considerable  expense  in  reliance 
on  the  continued  availability  of  ANS  oil.  Any  loss  of  supply  or  increase  in  the  rel- 
ative cost  of  ANS  oil  would  increase  Tosco's  crude  oil  acquisition  cost  and  reduce 
our  refining  efUciency. 

Some  proponents  of  removing  the  export  restrictions  contend  that  exports  would 
increase  the  price  of  ANS  crude  by  $2.50  per  barrel.  While  Tosco  agrees  that  a  price 
increase  would  result,  we  do  not  believe  the  increase  would  exceed  750  to  $1.00  per 
barrel.  This  is  because  the  price  increase  would  be  constrained  by  the  availability 
of  alternative  foreign  crude  oils,  which  have  consistently  been  available  at  a  price 
about  $1.00  above  the  price  of  ANS  crude,  adjusted  for  quality.  The  historical  price 
relationship  is  demonstrated  in  Attachment  1  to  my  statement. 

Furthermore,  any  increase  in  crude  oil  costs  or  reduction  in  refining  efficiency 
would  be  paid  for  by  West  Coast  consumers  of  gasoline  and  other  refined  products. 
As  an  independent  refiner  whose  most  significant  cost  each  month  is  our  crude  oil 
bill,  Tosco  can  confirm  that  we  will  pass  on  any  price  increase  resulting  from  ANS 
exports.  Historically,  the  more  restrictive  specifications  for  gasoline  on  the  West 
Coast,  combined  with  transportation  costs  and  logistical  constraints,  have  allowed 
refiners  to  pass  through  feedstock  cost  increases  to  their  customers. 
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II.  Removal  of  the  Export  Reotrictions  Would  Not  Benefit  the  Economies 

OF  California,  Oregon,  or  Washington 

Tosco  is  also  the  leading  independent  purchaser  and  refiner  of  heavy  crude  oil 
produced  in  California.  Our  San  Francisco  Bay  refinery  processes  approximately 
50,000  barrels  per  day  of  heavy  California  crude  oil.  Based  on  our  experience  as  a 
large  user  of  both  ANS  oU  and  neavy  California  oil,  Tosco  can  assure  this  committee 
that  removal  of  the  ANS  export  ban  will  not  significantly  affect  the  price  of  heavy 
California  oil  and  will  not  result  in  the  increased  oilfield  investment,  production,  or 
employment  in  California  claimed  by  the  advocates  of  ANS  exports. 

The  low  quality  of  heavy  California  oil  makes  it  difficult  to  refine,  and  it  is  simply 
not  a  substitute  for  ANS  crude  oil.  The  highest  valued  market  for  heavy  California 
oil  is  provided  by  the  complex  and  efficient  refineries  on  the  West  Coast,  where  re- 
finers have  invested  hundreds  of  millions  of  dollars  in  processing  hardware  to  be 
able  to  handle  this  low-quality  crude  oil  and  maximize  the  yield  of  gasoline  and 
other  light  petroleum  products.  In  California,  refiners  have  installed  the  most  cap- 
ital-intensive and  complex  refining  system  in  the  world.  These  refineries  are  already 
operating  at  or  near  their  capacity  to  process  heavy  California  oil. 

California  refiners  already  pay  heavy  oil  producers  a  price  which  represents  the 
highest  netback  value.  The  alternative  market  for  heavy  California  crude  oil  is  the 
Far  East  fuel  oil  market.  Attachment  2  to  my  statement  shows  that  the  price  which 
producers  receive  for  heavy  California  crude  is  generally  at  or  above  the  price  of  Far 
East  fuel  oil,  netted  back  to  the  West  Coast.  This  is  confirmed  by  the  fact  that 
heavy  California  crude  oil  may  now  be  exported  into  the  world  market,  and  yet  very 
little  has  been  exported. 

Without  an  increase  in  heavy  crude  oil  prices,  the  economic  benefits  for  California 
claimed  by  proponents  of  ANS  exports  would  be  illusory.  In  the  cases  of  Oregon  and 
Washington,  not  even  the  advocates  of  lifting  the  export  ban  foresee  economic  bene- 
fits. For  these  States,  there  would  only  be  the  negative  economic  effect  of  the  burden 
of  higher  prices  for  gasoline  and  other  products. 

III.  Removal  of  the  Export  Restrictions  Would  Make  the  West  Coast  More 
Vulnerable  to  Oil  Supply  Interruptions  and  the  Risk  of  Marine  Spills 

ANS  crude  oil  currently  provides  a  reliable  short-haul  supply  of  crude  oil  for  the 
West  Coast.  The  transit  time  for  ANS  crude  oil  to  the  Puget  Sound  is  four  days  and 
to  San  Francisco  is  approximately  seven  days,  while  the  replacement  foreign  crude 
oils  are  15  to  35  days  away.  But  more  importantly,  the  lead  time  to  acquire  foreign 
replacement  barrels  adds  to  its  transit  time  another  three  to  five  weeks,  depending 
on  the  source  of  supply. 

Thus,  permitting  ANS  exports  would  exchange  the  security  of  short-haul  crude  for 
increased  reliance  on  oil  supplies  several  weeks  away.  The  logistical  value  of  ANS 
oil  was  demonstrated  recently  in  the  aftermath  of  the  Northridge  earthquake  when, 
because  of  pipeline  breaks  and  shutdowns,  supplies  of  light  crude  from  central  Cali- 
fornia were  cut  back  and  California  refiners  relied  upon  supplies  of  ANS  oil  to  fill 
the  shortfall. 

Another  way  in  which  ANS  enhances  West  Coast  oil  supply  security  is  its 
"fungibility."  Since  most  West  Coast  refiners  run  some  ANS  oil,  refiners  are  able 
to  trade  supplies  of  ANS  oil  among  themselves  to  mitigate  short-term  supply  disrup- 
tions and  to  keep  refining  levels  as  close  to  normal  as  possible.  The  industry  would 
lose  this  very  valuable  capability  if  it  were  forced  to  import  a  variety  of  crudes  with 
differing  qualities,  refining  characteristics,  and  economics. 

Both  of  these  negative  effects — increased  reliance  on  long-haul  crudes  and  loss  of 
fungibility — would  make  West  Coast  refiners  and  consumers  more  vulnerable  to 
supply  disruptions  and  any  attendant  price  effects.  Thus,  a  policy  which  allows  ANS 
oil  to  be  committed  to  the  Far  East  market  would  effectively  transfer  the  secure 
supply  benefit  of  ANS  oil  production  from  U.S.  consumers  to  Far  East  consumers. 

In  environmental  terms,  replacing  ANS  crude  oil  with  foreign  oil  would  involve 
increased  tanker  traffic  and  increased  risk  of  marine  spills.  For  example,  there  are 
only  three  deepwater  crude  oil  receiving  facilities  in  California,  and  these  are  pro- 
prietaiy  facilities  not  available  to  Tosco  or  most  other  independent  refiners.  In  order 
to  achieve  the  economics  of  large-ship  transportation  of^  foreign  crude  oil,  Tosco 
would  be  forced  to  use  multiple  ship-to-ship  transfers  of  crude  oil  in  San  Francisco 
Bay,  thus  increasing  traffic,  congestion,  and  the  risk  of  spills. 

Conclusion 

In  conclusion,  I  want  to  emphasize  that  removal  of  the  statutory  restrictions 
against  the  export  of  ANS  crude  oil  would  result  in  higher  costs  and  reduced  effi- 
ciency for  West  Coast  refiners,  which  would  be  paid  for  by  consumers  of  gasoline 
and  other  refined  products.  These  higher  costs  would  burden  the  economies  of  Call- 
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fomia,  Oregon,  and  Washington,  with  no  compensating  benefits  in  terms  of  in- 
creased oilfield  investment,  production,  or  employment.  The  result  would  simply  be 
a  transfer  of  wealth  from  West  Coast  consumers  to  the  major  multi-national  produc- 
ers of  ANS  oil  and  to  the  State  of  Alaska,  and  a  transfer  of  oil  supply  security  to 
Japanese  and  other  Far  East  consumers. 
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103d  congress 

1st  Session 


S.1265 


To  amend  the  Export  Administration  Act  of  1979  to  extend  indefinitely 
the  current  pro\isions  governing  the  export  of  certain  domestically  pro- 
duced crude  oil. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

July  20  (legislative  day,  JuxE  30),  1993 
Jlrs.  Murray  (for  herself  and  Mr.  IL\TFrELD)  introduced  the  foliowng  bill; 
which  was  read  twice  and  referred  to  the  Committee  on  Banking,  Hous- 
ing, and  Urban  Affairs 


A  BILL 

To  amend  the  Export  Administration  Act  of  1979  to  extend 
indefinitely  the  current  pro\-isions  governing  the  export 
of  certain  domestically  produced  crude  oil. 

1  Be  it  enacted  hy  tJie  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  ofAmenca  in  Congress  assembled, 

3  SECTION    1.    EXTENSION    OF    RESTRICTIONS    ON    OIL   EX- 

4  PORTS. 

5  Section   7(d)   of  the  Export  Administration  Act  of 

6  1979  (50  U.S.C.  App.  2406(d))  is  amended  by  adding  at 

7  the  end  the  following  new  paragraph: 

8  "(4)  Notwithstanding  the  pro\isions  of  section  20  or 

9  any  other  pro\ision  of  law,  this  .subsection  shall  remain 
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2 

1  in  effect  until  expressly  repealed.  During  any  period  dur- 

2  ing  which  this  subsection  is  in  effect  (without  regard  to 

3  the  application   of  the  termination  provision  in  section 

4  20)— 

5  "(A)  all  authorities  under  this  Act  may  be  exer- 

6  cised  to  the  extent  necessary  to  assure  compliance 

7  \vith  this  subsection;  and 

8  "(B)  the  provisions  of  section  11  shall  apply  to 

9  violations  under  this  subsection.". 

10  SEC.  2.  CONFORMING  AMENDMENT. 

1 1  Section  20  of  the  Export  Administration  Act  of  1979 

12  (50  U.S.C.  App.  2419)  is  amended  by  striking  "The"  and 

13  inserting  "Except  as  pro\'ided  in  section  7(d)(4),  the". 

O 
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PREPARED  STATEMENT  OF  GORDON  M.  WARD 
President,  National  Marine  Engineers'  Beneficial  Association 

As  President  of  the  National  Marine  Engineers'  Beneficial  Association,  I  would 
like  to  make  the  followine  statement  regarding  any  proposal  to  lift  the  existing  re- 
strictions on  the  export  of  Alaskan  North  Slope  (ANS)  crude  oil,  and  I  respectfully 
request  that  my  remarks  be  included  in  the  subcommittee's  record  of  today's  pro- 
ceedings. 

First,  I  want  to  stress  to  this  committee  that  preventing  Alaskan  North  Slope  oil 
exports  is  of  paramount  importance  to  our  memoers.  The  Marine  Engineers'  Bene- 
ficial Association  is  America's  oldest  maritime  labor  organization,  reoresenting  ap- 
proximately 11,000  licensed  merchant  marine  officers  and  8,000  unlicensed  crew- 
members  in  the  domestic  and  international  trades.  Many  of  the  tankers  employed 
in  the  Alaskem  North  Slope  oil  trade  are  crewed  by  MEBA  members. 

In  addition  to  being  an  important  element  in  our  Nation's  transportation  inter- 
modal  infrastructure,  helping  to  stabilize  our  economy  and  contribute  to  our  balance 
of  trade,  the  United  States  merchant  marine  serves  as  a  critical  arm  of  our  national 
defense. 

This  fact  was  stated  during  testimony  before  the  House  Merchant  Marine  and 
Fisheries  Subcommittee  on  Merchant  Marine  by  General  Ronald  R.  Fogleman,  Com- 
mander-in-Chief of  the  U.S.  Transportation  Command,  who  said,  "America  needs  a 
strong  maritime  industry  to  ensure  our  global  commitments  can  be  met.  .  .  ." 

The  importance  of  the  U.S.  merchant  marine  also  was  recognized  by  President 
Clinton,  who,  on  March  10,  sent  to  the  Congress  comprehensive  legislation  to  pre- 
serve and  maintain  a  U.S.-nag  commercial  merchant  fleet.  In  transmitting  his  mari- 
time reform  legislation,  the  Maritime  Security  and  Trade  Act,  President  Clinton 
said,  "A  modem  merchant  United  States-flag  fleet,  with  skilled  U.S.  mariners,  will 
provide  not  only  jobs  and  economic  benefits,  hut  also  an  important  seaUft  capability 
in  times  of  national  emergency." 

Mr.  Chairman,  the  Maritime  Security  and  Trade  Act  is  designed  to  help  the  U.S. 
liner  and  dry  bulk  vessel  operators  only.  U.S.  liquid  bulk  tatlker  operators,  whose 
vessels  transport  ANS  crude  oil,  are  not  covered  by  this  legislation  and  are  not 
beneficiaries  of  its  provisions. 

The  U.S. -flag  liquid  bulk  tankers  we  are  addressing  today  are  part  of  our  Jones 
Act  fleet,  built,  reconstructed,  and  repaired  in  U.S.  shipyards  to  the  strict  standards 
imposed  by  the  Coast  Guard,  and  crewed  by  U.S.  officers  and  seamen.  These  vessels 
rely  on  U.S.  cargoes  being  transported  from  one  U.S.  port  to  another  and  Federal 
policy  that  makes  available  cargo  such  as  ANS  oil  in  order  to  be  a  valuable  compo- 
nent of  our  industry.  That  is  why  it  is  critical  that  the  restrictions  of  ANS  crude 
oil  exports  remain  in  place.  Without  these  restrictions,  one  half  of  the  U.S. -flag 
tanker  fleet  would  disappear  and  along  with  it  thousands  of  jobs  in  shipping,  ship- 
building, and  related  industries. 

These  vessels  are  useful  to  our  military,  and  they  are  responsible  for  employment 
of  the  men  and  women  who  served  as  the  cadre  of  trained  professionals  calledi  upon 
during  the  Persian  Gulf  war  to  man  the  vessels  broken  out  of  the  reserve  fleet. 

With  the  introduction  of  the  administration's  maritime  reform  legislation,  Presi- 
dent Clinton  has  demonstrated  his  support  and  commitment  to  a  strong  merchant 
marine.  Exporting  Alaskan  oil  would  completely  undercut  the  President's  goal  for 
a  stronger  merchant  marine. 

Mr.  Chairman,  restrictions  on  exporting  Alaskan  North  Slope  crude  oil  date  back 
to  the  authorization  of  the  Trans-Alaska  pipeline  in  1973.  In  fact,  a  review  of  the 
history  of  this  issue  clearly  shows  that  the  oil  companies  and  others,  in  return  for 
Congressional  support  for  the  pipeline's  construction,  gave  assurances  that  the 
North  Slope  oil  would  be  consumed  in  the  domestic  market. 

Indeed,  there  is  absolutely  no  question  that  the  pipeline  would  never  have  been 
approved  in  the  first  place  if  the  Congress  had  been  told  that  North  Slope  oil  was 
intended  for  export.  At  the  time,  the  American  people  would  never  have  sanctioned 
the  export  of  America's  energy  resources  and,  given  our  growing  dependency  on  for- 
eign oU,  they  will  not  approve  of  it  today. 

The  Congress  strongly  believed  that  this  newly  developed  energy  resource  must 
be  limited  to  American  consumers  in  order  to  insulate  the  United  States  from  the 
economic  pressures  being  exerted  at  the  time  by  Middle  East  energy  suppliers. 
Those  same  foreign  pressures  and  influences  remain  in  place  today. 

Congress  believed  so  strongly  that  Alaskan  North  Slope  crude  oil  remain  exclu- 
sively within  the  domestic  market  that  it  has  included  restrictions  prohibiting  the 
export  of  this  critical  energy  resource  in  the  Export  Administration  Act.  And,  these 
export  restrictions  have  been  re-assessed  and  strengthened  in  an  overwhelming,  bi- 
partisan fashion  by  the  Congress  during  reauthorizations  of  the  Export  Administra- 
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tion  Act.  Mr.  Chairman,  the  Congressional  record  is  clear.  The  intent  of  Congress 
is  clear. 

The  production  and  domestic  marketing  of  ANS  crude  oil  embraces  several  impor- 
tant national  policies:  economic  security,  military  security,  energy  independence, 
and  environmental  protection.  In  addition,  it  also  is  an  American  workers'  and 
American  consumers  issue.  The  members  of  my  organization,  the  Marine  Engineers' 
Beneficial  Association,  share  these  views. 

The  promotion  of  the  United  States  merchant  marine  by  our  Government  takes 
several  forms.  One  that  aids  in  the  preservation  of  economically  and  militarily  use- 
ful vessels  is  restricting  ANS  crude  oil  to  domestic  American  markets. 

These  restrictions,  combined  with  the  Jones  Act,  recognize  the  importance  of  the 
U.S.  merchfint  marine  to  our  economic  stability  and  vitality,  as  well  as  to  the  criti- 
cal role  we  play  in  our  national  defense.  ANS  crude  oU,  as  I  noted  earUer,  provides 
cargoes  for  approximately  one  half  the  entire  U.S.-flag  tanker  fleet. 

Since  North  Slope  oil  began  to  flow,  the  U.S.  merchant  marine  has  provided  an 
economical  and  efficient  waterbome  transportation  network,  as  well  as  a  highly- 
trained  and  educated  cadre  of  officers  and  crew  readily  available  in  times  of  na- 
tional emergency,  as  was  aptly  demonstrated  during  the  Persian  Gulf  war. 

Exporting  Alaskan  North  Slope  oil  will  destroy  this  networic,  with  severe  con- 
sequences to  the  American  merchant  marine  and  the  American  seamen  who  saU 
this  fleet  of  militarily-useful  vessels.  It  wiU  weaken  our  national  security  as  well. 
And,  it  will  make  America  further  dependent  on  an  already  unstable  region  of  the 
world — the  Middle  East — for  its  energy  resources. 

Does  it  really  make  sense  to  allow  in  our  ports  and  coastal  waters  foreign-flag 
tankers  constructed  to  less  stringent  standards  and  crewed  by  third-world  laborers 
whose  seafaring  skills  and  expertise  is  often  limited  to  on-the-job  training  and  who 
have  no  concerns  for  our  environmental  protection.  Allowing  MORE  of  these  vessels 
wiU  mean  additional  risks  to  our  fragile  marine  environment. 

And,  does  it  really  make  sense  to  ask  the  people  of  California  to  pay  more  for  gas 
at  the  pump — a  certainty  no  one  disputes,  even  the  export  proponents — just  so  our 
economic  competitors  in  the  Pacific  Rim  can  have  some  oU  from  Alaska  while  we 
make  up  the  loss  with  oil  from  the  unsecure  and  unstable  Middle  East? 

To  all  of  these  questions,  the  answer  is  no. 

It  makes  no  sense  to  export  this  secure,  sound  transportation  network  that  brings 
revenues  to  our  Government  and  economy  and  preserves  American  jobs  ashore  and 
at  sea.  If  we  export  this  oil,  the  seamen  on  whom  our  Nation  depended  during  the 
Persian  Gulf  war  will  be  forced  out  of  their  jobs.  We  should  not  forget  the  experi- 
ences gained  from  that  war. 

Many  of  the  crews  that  manned  the  vessels  called  up  from  the  National  Defense 
Reserve  Force  came  from  the  ranks  employed  in  the  Alaska  oU  trade.  We  are  proud 
of  the  fact  that  not  one  active  American  licensed  officer  or  seaman  refused  to  answer 
the  call  of  duty. 

K  it  were  not  for  the  Alaskan  North  Slop>e  oil  trade,  and  its  important  cargo  that 
helps  preserve  a  key  segment  of  our  industry,  the  abiUty  of  the  United  States  to 
put  to  sea  the  numbers  of  ships  needed  by  our  military  would  have  been  signifi- 
cantly less. 

In  the  Persian  Gulf  war,  the  United  States  was  FORCED  to  charter  216  foreign- 
flag  vessels  to  complete  the  logistical  support  for  such  a  large  engagement  and  cam- 
paign. One  has  to  wonder,  could  the  United  States  accomplish  such  a  logistical  task 
in  a  go-it-alone  scenario,  in  the  same  time  frame,  and  how  much  harder  wUl  it  be — 
if  we  willingly  export  the  very  ships  and  crews  from  our  flag  that  can  help  do  the 
job? 

We  do  not  have  enough  ships  in  our  fleet  today,  and  we  don't  have  the  number 
of  trained,  experienced  seafarers  to  man  the  many  ships  we  might  need  in  the  fu- 
ture. 

The  ONLY  way  the  United  States  was  able  to  accomplish  what  it  did  against  Iraq 
was  by  putting  together  a  delicate  coalition,  consisting  of  some  Middle  East  nations 
that  joined  reluctantly.  But  can  we  rely  on  the  same  good  fortune  and  circumstance 
to  assemble  a  similar  coalition  in  the  future? 

The  next  military  conflict  may  be  totally  different,  one  where  the  United  States 
may  be  forced  to  send  its  troops  to  engage  an  enemy  alone,  without  the  support  of 
a  coalition.  If  that  should  happen,  and  we  pray  it  never  occurs,  we  can  assure  you 
now  that  the  United  States  merchant  marine  will  be  there,  serving  proudly  and 
with  equal  dedication  and  determination,  but  our  numbers,  based  on  current  capa- 
bilities in  terms  of  ships  and  crews,  will  be  too  few  to  get  the  job  done  promptly. 

Maintaining  an  expensive  reserve  fleet  of  vessels  is  not  the  practical,  cost-effective 
way  of  maintaining  our  national  security  assets  and  capabilities,  particularly  when 


38 

it  comes  to  the  logistical  support  network  that  must,  by  necessity,  function  flaw- 
lessly. 

Onlv  by  supporting  an  actively  employed  U.S.  merchant  marine  through  programs 
that  dedicate  cargoes  for  our  ships  will  the  United  States  maintain  a  nucleus  of 
ships  and,  more  importantly,  the  trained,  experienced  officers  and  seamen  for  that 
nejct  call  to  duty. 

So,  the  question  of  Alaska  oil  exports  is  a  security  issue.  It  is  also  a  jobs  issue. 
We  estimate  that  approximately  3,000  deepsea  maritime  jobs  are  generated  by  the 
Alaska  oil  trade,  and  another  seven  thousand  American  jobs  in  economic  ripple  ef- 
fects in  supporting  industries  and  in  related  industries  such  as  ship  construction 
and  repair.  Furthermore,  vital  shipbuilding  jobs  will  be  generated  in  the  future  as 
a  result  of  OPA-90  vessel  replacement  requirements — all  of  which  will  be  lost  if  this 
oil  is  exported. 

Without  this  American  cargo,  these  American  jobs  will  be  given  away  to  foreign- 
ers, who  pay  no  taxes  to  keep  our  Government  running,  or  finance  the  social,  envi- 
ronmental, and  educational  programs  that  benefit  our  great  Nation.  Only  American 
workers — paying  American  taxes  and  contributing  to  the  American  economy — can 
accomplish  that.  We  must  retain  this  important  American  cargo  for  Americans. 

Mr.  Chairman,  MEBA  urges  the  committee  to  follow  the  leadership  of  the  Con- 
gress since  1973  in  its  determination  to  take  all  reasonable,  practicable,  and  cost- 
effective  steps  to  ensure  this  cargo  and  the  continuation  of  a  viable  commercial  mer- 
chant marine  and  the  jobs  that  go  with  it.  Alaska  oU  exports  are  a  radical  and  dan- 
gerous step  in  the  opposite  direction. 

Let  me  close  by  noting  that  we  are  pleased  that  the  administration's  proposed  im- 
plementing legislation  to  re-authorize  the  EAA  calls  for  continued  restrictions  for 
the  export  of  Alaskan  North  Slope  oil.  But  we  are  deeply  concerned  that  the  admin- 
istration has  left  the  door  0{>en  for  exports  by  noting  that  existing  policy  may  change 
after  a  policy  review  now  underway. 

Let  me  also  note,  that  in  announcing  his  administration's  domestic  and  natural 
gas  and  oil  plan,  President  Clinton  said  on  December  9,  1993,  "Today,  we  establish 
a  new  foundation  for  a  domestic  energy  strategy  which  places  Americans  in  charge 
of  America's  energy  future." 

We  in  the  MEBA  do  not  believe  the  repeal  of  the  existing  restrictions  on  exporting 
Alaskan  North  Slope  crude  oil — thus  forcing  the  United  States  to  depend  even  more 
on  foreign  sources  for  its  daily  energy  needs — falls  within  President  Clinton's  goal 
of  placing  "Americans  in  charge  of  America's  energy  future."  In  fact,  it  does  exactly 
the  opposite. 

You  simply  cannot  suddenly  export  one  quarter  of  our  domestic  oil — oil  that  no 
export  proponent  maintains  will  be  covered  by  increased  production — and  say  that 
is  compatible  with  the  President  and  Secretary  O'Leary's  goal  of  increased  energy 
independence.  It  simply  does  not  make  sense. 

Thank  you  very  mucri. 


PREPARED  STATEMENT  OF  GLORIA  CATANEO  RUDMAN 
Executive  Director,  American  Maritime  Congress 

The  American  Maritime  Congress,  which  represents  U.S.-flag  ship  operating  com- 
panies, thanks  the  Senate  Banking,  Housing,  and  Urban  Affairs  International  Fi- 
nance and  Monetary  Policy  Subcommittee  for  the  opportunity  to  submit  testimony 
for  the  record  in  support  of  maintaining  restrictions  upon  the  export  of  Alaskan 
North  Slope  oil. 

The  American  Maritime  Congress  (AMC)  strongly  supports  existing  limits  on  the 
export  of  Alaskan  North  Slope  crude  oil.  Currently,  these  restrictions  are  contained 
in  section  7(d)  of  the  Export  Administration  Act,  which  expires  June  30,  1994,  and 
are  included  in  section  6(c)  of  the  Clinton  administration's  legislative  proposal  for 
reauthorization  of  the  Export  Administration  Act.  Federal  law — the  Jones  Act — re- 
serves cargoes  which  are  transported  from  one  U.S.  port  to  another  for  U.S.-flag, 
U.S.-citizen-crewed,  U.S.-built  vessels.  Therefore,  the  existence  and  maintenance  of 
the  export  restrictions  is  of  vital  importance  to  the  U.S.-flag  tanker  fleet.  Very  sim- 
ply, the  AMC  views  proposals  to  lift  existing  export  restrictions  as  a  potential  death 
blow  to  the  American  tanker-operating  industry. 

Congress  first  authorized  the  construction  of  the  Trans-Alaska  Pipeline  System 
over  twenty  years  ago,  with  the  caveat  that  oil  discovered  on  Alaska's  North  Slope 
would  not  be  exported.  At  that  time,  the  United  States  was  reeling  from  an  embargo 
of  oil  exports  by  OPEC,  the  Organization  of  Petroleum  Exporting  Countries.  Within 
days  of  the  embargo,  the  price  of  gasoline  and  heating  oil  rose  dramatically.  Ameri- 
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cans  were  lining  up  at  gas  stations  to  fill  their  cars.  In  the  Northeast,  some  families 
were  forced  to  choose  whether  to  buy  groceries  or  heat  their  homes.  When  Congress 
decided  in  November  of  1973  to  open  Alaska's  North  Slope  to  oil  exploration  and 
development,  it  made  a  clear  statement  of  American  policy:  Alaskan  North  Slope  oil 
was  not  for  export.  It  would,  instead,  help  the  U.S.  maintain  its  energy  security  by 
depending  upon  its  own  resources — the  oil  itself  and  the  U.S.-controlled  transpor- 
tation infrastructure  to  deliver  it  from  the  wellhead  to  the  gasoline  pump. 

That  decision  has  made  our  country  stronger.  The  construction  of  the  Trans-Alas- 
ka Pipeline  created  jobs  and  stimulated  the  economy  in  Alaska.  West  Coast  oil  refin- 
ers benefited  from  the  influx  of  crude  oU  which  needed  to  be  processed,  as  did  U.S. 
shipbuilding  and  repair  yards.  And  the  U.S.-flag  tanker  fleet,  which  carried  the  oil 
from  the  terminus  of  the  pipeline  at  Valdez  to  the  lower  48  States  and  Hawaii,  grew 
and  prospered,  providing  thousands  of  American  merchant  marine  jobs  and  a  cadre 
of  trained  mercnant  seamen  who  could  be  called  upon  to  serve  during  an  inter- 
national conflict.  Currently,  the  Alaska  oil  trade  utilizes  between  40-60  tankers  a 
year  and  provides  jobs  for  at  least  some  3,000-3,500  deep-sea  merchant  mariners, 
with  an  economic  "ripple  effect"  of  approximately  7,000  additional  jobs.  These  tank- 
ers and  their  crews  are  available  to  the  Department  of  Defense  to  transport  military 
cargoes  in  time  of  national  emergency.  The  importance  of  maintaining  an  American 
merchant  marine  capability — of  which  tankers  are  an  integral  component — was 
demonstrated  convincingly  three  years  ago  during  Operations  Desert  Shield  and 
Desert  Storm.  As  the  world's  only  remaining  superpower,  the  need  for  reliable 
American-controlled  sealifl  has  not  diminished.  It  has,  in  fact  increased. 

Congress  and  the  administration  have  long  recognized  the  wisdom  of  maintaining 
export  restrictions  on  Alaskan  North  Slope  oil.  In  1977,  1979,  1984,  1990,  and  1993, 
when  the  reauthorizations  of  the  Export  Administration  Act  were  considered.  Con- 
gress and  the  White  House  have  supported  the  retention  of  the  export  ban.  To  main- 
tain the  restrictions  as  the  Export  Administration  Act  is  re-written  this  year,  legis- 
lation has  been  introduced  in  tne  103d  Congress  by  Senators  Patty  Murray  (D-WA) 
and  Marie  Hatfield  (R-OR)  (S.  1265)  and  Representatives  Maria  Cantwell  (D-WA) 
and  Olympia  Snowe  (R-ME)  (H.R.  2670)  to  extend  them  indefinitely. 

However,  despite  substantive  reasons  and  strong  Governmental  support  for  main- 
taining current  policy,  arguments  to  lift  the  export  ban  have  arisen.  In  December, 
the  Department  of  Energy  released  its  "Domestic  Natural  Gas  and  Oil  Initiative" 
and  recommended  a  stu<ty  of  the  "economic,  social,  and  environmental  benefits  and 
costs  of  exporting  Alaskan  North  Slope  crude  oil."  Numerous  studies  have  already 
been  undertaken  on  this  subject,  including  one  by  the  General  Accounting  Office  in 
November,  1990.  That  study  found  that  u  the  restrictions  were  lifted,  there  would 
be  a  rapid  loss  of  about  30  tankers — most  of  the  Alaska  trade  fleet.  In  addition,  the 
study  states  that,  "the  loss  of  these  ships  would  also  affect  the  national  defense 
through  reduced  availability  of  U.S.-flag,  military  useful'  tankers;  the  Federal  budg- 
et through  possible  guaranteed  loan  defaults;  ana  national  unemployment  by  threat- 
ening seafarers'  jobs." 

While  it  is  obvious  that  lifting  the  restrictions  would  have  an  extremely  negative 
impact  upon  the  maritime  industry,  it  is  not  evident  that  such  a  move  would  benefit 
other  industries.  The  GAO  study  finds  that  independent  refiners  are  likely  to  be 
hurt,  because  they  will  have  to  pay  higher  prices  for  Alaska  and  California  crude 
oil.  This,  I  would  add,  was  emphasized  strongly  by  refining  industry  testimony  at 
the  March  8  Department  of  Energy  field  hearing  in  San  Francisco  on  the  subject 
of  Alaska  oil  exports.  Some  oil  producers  may  benefit  due  to  sUghtly  increased 
prices,  but  there  is  little  evidence  that  permitting  oil  exports  would  generate  a  sig- 
nificant increase  in  Alaskan  North  Slope  and  C^lifomian  oil  production — a  point, 
again,  made  clear  by  U.S.  oil  refineries  on  March  8  in  San  Francisco.  However,  one 
thing  is  clear — and  even  export  proponents  admit  this — prices  at  the  gas  station  wUl 
rise  for  American  consumers  if  tne  ban  is  lifted. 

Very  simply,  there  are  no  guarantees  that  lifting  the  export  restrictions  will  make 
any  significant  difference  to  the  California  independent  oil  producers  seeking  reUef 
from  the  current  depression  in  world  oil  prices.  However,  if  the  restrictions  are  lift- 
ed, it  is  certain  that  foreign-flag  vessels,  which  are  not  subject  to  the  same  stringent 
tax,  safety,  environmental,  and  labor  laws  that  apply  to  U.S.-flag  vessels,  will  take 
over  the  trade.  Good  American  jobs  wiU  be  lost,  vessels  will  disappear  forever  from 
our  fleet,  shipyards  will  lose  repair  and  new-building  work,  and  our  defense  capabil- 
ity will  be  significantly  diminished.  This  country's  energy  supply  will  become  far 
more  vulnerable  to  international  instability.  Iraqs  invasion  of  Kuwait,  after  all,  oc- 
curred in  the  summer  of  1990.  Had  restrictions  been  lifted  prior  to  the  invasion,  the 
U.S.  could  have  sustained  significant  economic  harm,  and  most  certainly  could  not 
have  operated  militarily  from  a  position  of  strength  if  domestic  oil  supplies  had  been 
threatened. 
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We  strongly  urge  Members  of  the  subcommittee  to  continue  the  long-standing  pol- 
icy of  Alaska  oil  export  restrictions  which  has  served  our  country  so  well. 


PREPARED  STATEMENT  OF  EDWIN  S.  ROTHSCHILD 
Energy  Poucy  Director,  Citizen  Action 

Citizen  Action,  a  Nationwide  federation  of  32  State  organizations  with  over  3  mil- 
lion members,  has  actively  participated  over  the  last  18  years  in  nearly  every  major 
energy  policy  debate  that  has  affected  the  Nation's  energy  consumers.  Citizen  Action 
and  its  predecessor  organization,  the  Citizen/Labor  Ener©^  Coalition  consistently 
has  supported  section  7(d)  of  the  Export  Administration  /\ct,  banning  the  expor- 
tation olAlaskan  North  Slope  (ANS)  oil.  Citizen  Action  continues  to  support  the  can 
because  of  the  benefits  to  West  Coast  consumers  of  gasoline  and  other  petroleum 
products,  because  it  provides  for  some  competition  among  West  Coast  refiners,  and 
because  opponents  ofihe  ban  have  provided  little  evidence,  other  than  the  argument 
that  low  oil  prices  are  hurting  California  independent  producers,  that  the  economic 
benefits  of  removing  the  ban  outwei^  the  costs. 

In  our  view  there  is  no  credible  evidence  to  suggest  that  lifting  the  ban  will  either 
improve  market  conditions  for  California's  independent  oil  producers — the  major  po- 
litical force  promoting  this  policy — or  contribute  to  the  Nation's  overall  economic 
well-being.  Second,  the  supply  of  ANS  oH  to  the  West  Coast  does  provide  some  inde- 
pendent refiners  with  a  competitive  source  of  crude  oil,  which  if  removed,  could  ad- 
versely affect  consumers.  Third,  the  fundamental  problem  in  the  California  oil  mar- 
ket, has  been  and  continues  to  be  the  domination  of  a  handful  of  integrated  oil  com- 
panies over  the  pipeline  transportation  network  and  refining  and  marketing  of  pe- 
troleum products.  This  domination  results  in  depressing  crude  prices  to  producers 
and  keeping  gasoline  and  other  petroleum  product  prices  high  aiiording  major  inte- 
grated refiners  excess  margins. 

While  we  recognize  that  California's  independent  crude  oil  producers  are  threat- 
ened economical^  by  a  combination  of  worldwide  and  local  factors — low  world  oU 
prices  relative  to  the  hi^  cost  of  production,  a  limited  market  for  the  type  of  crude 
produced  by  most  California  independent  producers,  and  the  anti-competitive  struc- 
ture of  the  California  oU  market — the  solution  is  not  to  remove  the  ban  on  the  ex- 
porting of  ANS  crude  oil.  The  supply  of  ANS  crude  in  the  California  crude  market 
is  not  the  cause  of  the  independents'  low  oil  prices.  And  even  if  lifting  the  ban  would 
remove  some  ANS  crude  from  the  California  maAet,  it  would  not  raise  California 
crude  prices  by  the  $1  to  $2  a  barrel  predicted  by  independent  producers.  In  any 
event,  California  producers  would  still  lace  the  real  impediment  to  marketing  their 
oil — the  power  of  the  major  integrated  refiners  that  sit  astride  the  crude  ana  prod- 
uct markets  like  the  ancient's  Colossus. 

A  brief  review  of  some  history  and  analysis  of  the  CaUfomia  oil  market  wiU  shed 
some  light  on  this  long-lived  institutional  problem.  In  its  comprehensive  August 
1989  Report  to  Congress  on  U.S.  Crude  Oil  Exports,  the  U.S.  Department  of  Com- 
merce, after  thoroughly  analyzing  the  West  Coast  oil  market  made  a  number  of  im- 
portant findings: 

•  The  California  oil  market  is  heavily  concentrated  in  both  its  production  and  refin- 
ing sectors,  with  the  integrated  firms  in  1988  accounting  for  approximately  79 
percent  of  private  crude  oil  production  and  75  percent  of  refining  capacity.  Since 
the  early  1980's,  the  integrated  firms  have  acquired  a  large  number  of  oil  produc- 
ing properties  from  independent  producers.  This  trend  has  contributed  in  large 

f)art  to  the  independent  producers'  share  of  private  sector  oil  production  declining 
rom  28  percent  in  1980  to  19  percent  by  1988; 

•  To  a  greater  extent  that  is  true  for  integrated  producers,  the  independent  produc- 
er's income  is  dependent  on  the  price  he  obtains  for  crude  oil  sold  to  refiners. 
Since  integrated  refiners  purchase  the  lion's  share  of  oil  produced  in  the  State, 
the  price  the  integrated  refiner  is  willing  to  pay  for  crude  oil  (i.e.,  the  posted 
price)  in  most  instances  determines  the  income  earned  by  the  independent  pro- 
ducer; 

•  The  marketing  problem  of  the  small  producer  is  further  complicated  by  the  exist- 
ence of  only  one  common  carrier  pipeline^ — the  Four  Comers  System — which 
moves  60,000  to  70,000  B/D  of  crude  oil  from  the  producing  fields  to  the  consum- 
ing markets  in  the  Los  Angeles  Basin.  K  an  independent  producer  does  not  have 


^Nominally,  all  California  pipelines  with  the  exception  of  the  three  major  heated  lines  are 
supposed  to  be  common  carriers.  This  is  not  necessarily  the  case,  however,  on  a  functional  basis. 
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access  to  this  pipeline,  it  is  forced  to  sell  directly  to  integrated  firms,  taking  the 
price  posted  by  the  integrated  refiner.  (F*rivate  carriers — owned  by  integrated 
companies — require  that  aU  crude  oil  be  sold  to  them  before  transport); 

•  Similarly,  independent  refiners,  lacking  access  to  common  carrier  pipelines,  pay 
higher  transportation  charges  to  have  crude  oU  moved  by  private  carriers.^  These 
higher  transportation  charges  afFect  the  independent  refiners'  crude  oil  acquisition 
costs,  thereby  irnpacting  on  their  petroleum  product  price  competitiveness  with 
the  integrated  refiners; 

•  .  .  .  the  availability  of  heavy  crude  exceeds  the  current  capacity  configuration  of 
California  refiners  to  process  into  transportation  fuels.  As  a  result,  much  of  this 
crude  is  obtained  by  refiners  at  low  prices  and  is  then  processed  into  residual/ 
bunker  fuels  for  export  to  foreign  customers. 

WhUe  the  Commerce  Department  study  analyzed  the  serious  market  impediments 
facing  California's  remaining  independent  producers,  the  Energy  Information  Ad- 
ministration has  provided  additional  insight  into  the  pricing  of  California  crude  oil. 
An  April  1987  article,  "California  Crude  OU  Price  Levels"  in  EIA's  Petroleum  Mar- 
keting Monthly,  found  that  "Although  CaUfomia  crude  oil  is  of  poorer  quality  than 
Gulf  Coast  crudes,  this  does  not  explain  all  of  the  diflerence  in  gross  [refiner]  mar- 
gins, since  the  normal  industry  price/quality  adjustments  do  not,  by  themselves, 
bring  the  margins  in  line."  The  ElA  examined  a  number  of  difTerent  possibilities  for 
the  gross  margin  differences  and  found  that  "it  is  difficult  to  account  for  the  factors 
causing  crude  prices  in  CaUfomia  to  be  low  relative  to  the  rest  of  the  country.  After 
adjusting  for  quality,  crude  prices  have  remained  substantially  lower  over  the  entire 
2-year  period  since  mid-1984. " 

In  short,  the  low  prices  at  which  California's  independent  producers  must  sell 
their  oil  is  historic  in  nature,  existed  before  the  inflxix  of  ANS  crude  (see  comments 
related  to  the  above-referenced  EIA  Petroleum  Marketing  Monthly  article  requested 
by  the  General  Accounting  Office  for  its  September  1988  study,  California  Crude 
Oil:  An  Analysis  of  Posted  Prices  and  Fair  Market  Value)  and  are  related  directly 
to  the  ability  of  integrated  refiners  to  set  the  posted  price. 

Clearly,  instead  of  focusing  on  an  illusory  solution,  CaUfomia  independent  produc- 
ers should  join  together  with  independent  refiners  and  gasoline  marketers  and  con- 
sumers to  demand  action  by  the  CUnton  administration  to  deal  with  the  anti-com- 
petitive structure  of  the  California  oil  market.  WhUe  there  is  Uttle  the  administra- 
tion can  do  about  relatively  low  world  oil  prices,  there  is  no  reason,  other  than  polit- 
ical, why  Interior  Secretary  Bruce  Babbitt  should  not  be  pursuing  every  legal  means 
to  ensure  the  competitive  operation  of  crude  oil  pipeUnes  in  the  State  of  CaUfomia. 
If  the  Clinton  administration  is  looking  for  a  policy  to  help  California's  oil  produc- 
ers, it  ought  to  be  doing  everything  in  its  power  to  make  the  major  oU  companies' 
private  pipelines  act  like  common  carriers. 

SpecificaUy,  the  Department  of  Interior  ought  to  enforce  the  common  carrier  pro- 
visions of  the  Mineral  Leasing  Act  and  require  all  pipelines  that  cross  Federal  lands 
(which  includes  virtually  aU  major  heated  and  unheated  pipeUnes  in  CaUfomia)  to 
post  fair  and  reasonable  tariffs  and  notify  interested  shippers  of  available  capacity 
for  crude  shipments.  Furthermore,  under  the  settlement  agreement  between  the 
State  of  California  and  the  major  integrated  oil  companies,  only  the  unheated  pipe- 
lines became  common  carriers.  Unfortunately,  because  the  tariffs  may  be  unfair  and 
unreasonable  and  because  the  pipeline  operators  do  not  provide  reasonable  notice 
of  pipeline  availabiUty,  independent  shippers  may  stiU  be  effectively  barred  from 
using  those  pipeUnes.  Because  unheated  lines  require  heavy  oil  producers  to  acquire 
scarce  Ughter  oil  to  blend  with  their  oU  in  order  to  transport  tneir  commoditv,  the 
actual  cost  of  shipping  may  be  prohibitive.  Unfortunately,  the  Department  oi  Inte- 
rior has  stuck  its  head  into  the  sand  on  this  critical  issue  and  refuses  to  act  because 
it  has  not  received  complaints  from  any  shippers.  Despite  its  authority  and  respon- 
sibility under  the  Mineral  Leasing  Act,  the  Department  of  the  Interior  expects  inde- 
pendent producers  to  file  a  complaint,  even  thou^  doing  so  would  make  them  more 
vulnerable  to  major  oil  company  economic  retaliation. 

With  regard  to  the  major  heated  pipelines,  which  were  not  part  of  the  settlement 
agreement  between  the  State  of  CaUfomia  and  the  major  companies,  a  court  in  a 
subsequent  case  ruled  that  all  but  the  Mobil-70  pipeline  had  to  operate  as  common 
carriers.  The  companies  are  appealing  the  ruUng  and  the  City  of  Long  Beach  and 
the  State  of  CaUfomia  are  appealing  the  exemption  of  the  Mobil-70  line.  Clearly, 
the  Department  of  Interior,  at  a  minimum,  ought  to  file  an  amicus  brief  in  support 
of  the  City  of  Long  Beach  and  the  State  of  CaUfomia. 


^ These  higher  charges  usually  show  up  in  the  form  of  a  premium  paid  for  the  purchase  of 
crude  oil. 
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Both  the  City  of  Long  Beach  and  the  State  of  California  understand  tne  prooiem. 
They  recognize  and  have  demonstrated  in  court  that  the  anti-competitive  control  ex- 
ercised by  the  major  oil  companies  over  CaUfomia  crude  pipeUnes  has  artificially 
depressed  crude  prices,  has  allowed  pipeline  owner-operators  to  earn  windfall  prof- 
its, and  has  deprived  the  City  of  Long  Beach,  the  State  of  CaUfomia,  and  the  U.S. 
Government  (according  to  one  1989  Interior  Department  Inspector  General  report 
and  1993  Interior  Department  audit  report  to  the  Secretary)  of  hundreds  of  milhons 
of  dollars  in  revenue.  To  its  credit,  tne  Department  of  Energy,  under  Secretary 
O'Leary  has  recognized  this  problem  in  its  recent  Domestic  Natural  Gas  and  Oil  Ini- 
tiative (December  1993): 

DOE  will  work  with  the  Justice  Department  and  the  California  Public  Utilities 
Commission  to  ensure  that  tariffs  for  central  California  pipelines  are  nondiscrim- 
inating and  reasonable  for  aU  users.  This  effort  will  encourage  oil  pipeline  access 
for  nonintegrated  producers  in  CaUfomia.  Most,  if  not  aU,  of  these  large  pipeUnes 
should  operate  as  common  carriers  by  virtue  of  their  settlements  in  long-standing 
lawsuits,  or  their  use  of  rights-of-way  granted  under  the  Mineral  Leasing  Act. 
Free  and  open  access  to  transportation  assets  in  the  State  will  help  increase  pro- 
duction. 

DOE  will  also  work  with  the  Department  of  the  Interior  to  enforce  the  common 
carrier  requirements  of  the  Mineral  Leasing  Act  for  pipelines  governed  by  the  De- 
partment of  the  Interior. 

The  question  is  what,  if  anything,  has  the  Department  of  Energy  done  since  pub- 
lishing their  Initiative?  Are  the  pipeUnes  in  question  nondiscriminatory  and  reason- 
able? Has  the  Department  of  Energy  conducted  confidential  interviews  with  inde- 
pendent producers  to  determine  whether  pipeline  tariffs  are  fair  and  whether  access 
IS  "free  and  open?" 

AdditionaUy,  we  believe  that  the  antitrust  division  of  the  Justice  Department 
ought  to  investigate  the  gasoline  market  in  CaUfomia  in  view  of  the  fact  that  net 
of  taxes,  California  gasoUne  prices  have  been,  since  at  least  1992,  the  highest  in  the 
Nation,  despite  having  lower  refinery  crude  costs.  (See  attached  tables.)  Given  the 
above-referenced  EIA  study  suggesting  excessive  refiner  gross  margins,  it  is  perfiaps 
not  too  far-fetched  to  suggest  that  major  integrated  refiners  in  CaUfomia  have  the 
best  of  two  worlds — low  crude  prices  and  high  product  prices — just  what  one  would 
expect  in  a  non-competitive  market. 

A  study  commissioned  and  financed  by  CaUfomia's  independent  producers  ("Lift- 
ing the  Alaskan  North  Slope  Oil  Export  Ban:  Economic  Impacts  and  Policy  ImpUca- 
tions,"  by  Prof.  Martin  Camoy  and  Lenny  Goldberg,  December  1993)  makes  the  un- 
supported claim  that  removing  the  export  ban  on  ANS  crude  would  raise  CaUfomia 
crude  prices  by  about  $2.50  per  barrel.  At  the  same  time,  independent  refiners  point 
out  that  such  an  increase  (roughly  6^  per  gallon)  wiU  be  passed  on  to  consumers. 
As  the  Vice  President  of  Tosco  recently  told  Department  of  Energy  representatives 
(March  8,  1994)  "As  an  independent  refiner  whose  most  significant  cost  each  month 
is  our  crude  oil  bill,  Tosco  can  confirm  that  we  wUl  pass  on  any  increase  in  ANS 
prices."  We  see  no  basis  for  the  claim  that  CaUfomia  crude  prices  would  rise  signifi- 
cantly with  the  removal  of  the  export  ban,  especiaUy  since  California  producers  nave 
had  Uttle  success  exporting  oil  and  since  it  would  take  some  time  to  increase  local 
demand  for  heavy  oil  for  products  other  than  asphalt  and  residual  fuel  (refineiy  con- 
struction of  upgrading  facilities  would  not  occur  overnight). 

Finally,  removing  the  export  ban  wiU  increase  U.S.  reliance  on  crude  imports,  a 
situation  decried  by  administration  officials  and  representatives  of  most  oil  produc- 
ing States.  It  makes  little  sense  to  trade  a  secure  source  of  crude  oil  for  an  insecure 
source. 

California's  independent  oil  producers  are  desperately  seeking  salvation  from  low 
oil  prices.  During  periods  of  declining  world  oil  prices,  such  as  we  are  experiencing 
today,  CaUfomia  independent  producers  request  lifting  the  ban  on  the  export  of 
ANS  oU.  They  argue  that  such  a  lifting  wiU  remove  sufficient  suppUes  of  ANS  oil 
from  the  West  Coast  to  make  room  for  more  California  production.  But  even  assum- 
ing the  export  ban  was  Ufted,  more  production  does  not  translate  to  higher  prices, 
unless  something  is  done  to  counteract  the  power  of  the  major  integrated  firms. 

Lifting  the  export  ban  is  not  a  solution.  It  wiU  do  little  to  help  CaUfomia's  produc- 
ers, but  wUl  harm  consumers,  independent  refiners,  and  the  remaining  U.S.  tanker 
industry.  Without  a  compelling  reason  and  without  a  sound  economic  basis,  we  urge 
Congress  to  support  the  current  restrictions  on  exporting  ANS  crude. 
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Retail  Premium  Gasoline  Prices  Ex.  Tax 
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